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ECONOMY CZECHOSLOVAKIA 


SPARE PART HOARDING, SLIPPACES CRITICIZED 
Prague HOSPODARSKE NOVINY in Czech No 47, 1986 p 6 


[Article by Doc ©ng Jaromir Parolek, CSc, ligher School of Economics in 
Prague, and Eng Josef Soukun, Motokov, Prague: “Hoarding and Slipparges”™] 


[Text] Production workers and consumers practically daily run into 
problems with getting spare parts, both on the domestic market and in 
foreign relationships. These problems are a pain not tust in Czechoslovakia. 
Many of our tourists who try to get equipment repaired abroad often 
encounter a polite smile and a refusal. This usually concerns older items 
for which there are no longer any spare parts and whose special-order 
production would usually cost more than the equipment itself. We do not 
wish to expand the ranks of those complaining about shortcomings in the 
production and distribution of spare parts. The intent of this article is 
to point out several options for more flexible supply of spare parts, 
including from the standpoint of Czechoslovak foreign trade. 


We run into the opinion that the lack of spare parts is caused solely by 
the fact that the production enterprises do not make the required 
quantities of them or the fact that they give priority to assemblying 
complete products over the production of separate parts to meet the needs 
for spare components. FEven though this view is justified to some degree, 
it is greatly oversimplified. 


In our opinion, an understanding cf the problem with spare parts must be 
sought in the differing nature of the use of spare parts as compared with 
complete products and also in the influences which act upon their 
production, distribution and consumption. 


For example, from the standpoint of use, the final purpose of the product 
manufactured is its consumption, either all at once or gradually, both in 
the sphere of production and in individual consumption by the populace. 

A spare part, however, has a different use value than the final product. 
The final use of the spare part is to restore the functioning of the 
complete product or to extend its useful lifespan. A spare part is thus 
not immediately consumed, but “waits” for the moment when it is necessary 
to restore the functioning of a product which has been working up until 
then. The manufacturers must thus figure on a certain degree of risk that 











some spare parts may sit in the warehouse for a long time and can become 
long-term idle goods, or the reverse can be true. 


Considerations and Facts 


At first glance, it would seem that it is a simple matter to determine 
the need for reserve parts. Indeed, technical tests of products can 
determine quite precisely the size of the load on a component, what the 
level of its wearing out is, and thus when it will be necessary to change 
or repair it. In actual fact, however, a number of things affect these 
calculated technical norms which make the theoretical considerations less 
accurate. These include: 


--the quality of the individual products and the products of an entire 
series; 


--the unequal level at which products are used, peculiarities in operat ing 
them outside the country and continuing the use of the product beyond the 
period of its anticipated lifespan; 


--the level of repair and maintenance services; 
-~inadequacies in standardization, designation, and unification; 


--the psychological aspect of creating an atmosphere of a shortage of 
Spare parts and an attempt to stock up beforehand and create stores beyond 
the norm called for; 


-<the price of spare parts. 


Differences in the quality of individual products and their entire series 
are not restricted to Czechoslovakia. Even world-renowned companies like 
Fore, General Motors, and others run to them. In evaluating this aspect, 
one must consider the degree of deviations in quality, their frequency, 
and their specific nature. 


The reason for an unequal degree of usage of a product is mainly whether 
production operates on more than one shift. Some products are also 
personal possessions where the level of usage is individually determined. 
The need for reserve parts for repair is strongly affected by this factor, 
the same as extreme conditions in operating outside the country. One 
must reckon with great temperature differences, untrained operators, 

and unsuitable environment. The expected lifespan of the product also 
influences the need for spare parts. Furthermore, when the market is 
insufficiently supplied and there is a demand for the product, use of the 
product is extended beyond the limits of its intended lifespan and the 
need for spare parts increases. 


Likewise the quality of repair services can affect the quantity of spare 
parts needed. Unqualified repair work many times can cause components to 
wear out more rapidly, but often also results in damage to other parts, in 
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a number cf cases precision ones. We encounter unqualified repair work by 
private parties where the work is performed at home, either with or without 
the permission of the local national committee. The same is true of 
product users who many times repair the product themselves, either to 

save money or because cof long delays in getting the service performed. 
“Home” repairs in many cases use up twice as many spare parts as would be 
used with professional service. Moreover, the consumers usually create 

a reserve of parts in case they are needed for further repairs. 


In many cases, we can run into various products with the same components 
which can be generally used for repairs. The difference is only in their 
numerical designation by the trade or enterprise system. The repairman 
looks for the component according to its numerical designator and if he 
does not find it, he does not repair the product. Of course, it is an 
extreme case but, for example, in technical centers abroad which are 
concerned with maintenance services in exporting engineering products, it 
is hard to familiarize the technical personnel with the system of 
applicable norms in the CSSR. The empioyees responsible for maintaining 
the storeroom stock thus also order parts which they have in stock but 
are listed for another product. They do not get the technical parameterre 
from reading the numerical designator and do not recognize that they are 
interchangable. To facilitate repair work abroad, it would be a good 
idea to categorize for the appropriate service centers those parte which 
are interchangable with similar spare parts for competing products and 
which meet the national standards. This is true despite the ‘act that 
this is not the best practice from the commercial standpoin:. 


The psychological aspect influencing the need for spare parts has its 
roots in creating an atmosphere of their scarcity. This shows up in the 
domestic market in particular. In many cases unused spare parts are 
collected in enterprises and by individuals while elsewhere shortages of 
them cause unnecessary work stoppages and losses. Sometimes it is even a 
matter of hoarding, whose consequences can even be the physica] deteriora- 
tion of the parts (for example, of rubber seals). These psycholorical 
influences in some cases show up even in technical centere abroad where 

a technician who is used to spare parts shortages beck in his base 
enterprise tries to save some up ahead even when he is out of the country. 
When ignorance of the local repair and service practices is added to this, 
great damage can also be done in terms of foreign exchange. For example, 
in the capitalist countries where the billing rates for repair services 
are high, the customer often decides whether it is better to repair the 
piece of machinery or equipment or to buy a new one. For this reason, it 
is entirely useless to stock certain parts or components (for example, in 
the United States and Canada larger auto body parts are not usually 
replaced). 


It is a fact which is obvious throughout the world that «4 oroduct put 
together from spare parts bought at retail based just on thw cost of 
materials would cost three to five times as such as the commonly sold 
product. This is logical since with spare parts one must reckon with « 








different flow of firmcial resources than for the finished product and 
expenses for storage, but mainly with the risk that some of them will 

have to be scrapped after their physical deterioration. This is especially 
true of spare parts which are just for one type of machine or instrument. 
The risk has to be expressed in the prices of spare paris; otherwise the 
low price could become an obstacle for the producer. 


This is not en exhaustive list of the influences acting upon the need for 
spare parts. There are still ways which can be used not only for reducing 
the need for spare parts, but also from the standpoint of managing then. 


Availability (Pven Abroad) 


The production of spare parts runs into the same problems as producing 

the total item. More complications come up in decidine which components 
to produce as spare paris and in what amounts and at what time intervals 
the need for parts wil! occur. When the enterprise starts making the 
appropriate spare parts together with the first serial production, it has 
some reserves right from the beginning. Of course, the manufacturers are 
usually very well aware that the need for reserve components will come 
later (with the exception of repairs under guarantee). They therefore 
prefer the production of complete items and at the actual time spare parts 
are seeded they begin only then to take care of producing them. This gets 
them into slippages. The problems are thus in the plan and in production 
management. The required number and variety of spare parts must be 
produced concurrently with the complete item. It is a question of planning 
and technological discipline on the part of the manufacturers. When it 
involves a top quality product with great demand for it, it is even more 

a question of supporting large-scale production. 


The distribution and availability of spare parts, including their ready 
supply abroad, is one of the key aspects of effectively managing then. 
Specifically, it is a matter of, for example, having a centralized super- 
visor over the production and consumption of spare parts take care of the 
distribution. this means eplitting off those parts which have senera! 

use and centralizing them into a unified dietribution center with local 
intermediary storehouses and increased supervision over filling deliveries 
of specific spare parts. It is further necessary to support and resolve 
the question of storing and documentation and evaluation of the consumption 
of spare parts should be accomplished wherever probleme arise, including 
an analysis of their causes. Meanwhile, the inventory of spare parts 
numbers in the hundreds of thousands of various types and a solution is 
thus difficult, time consuming, end expensive. Among other things, this 
is a job for computers. 


Ensuring smooth distribution also requires the solution of such problems 

as the technical designation of parts according to unified norms for all 

sectors of the national economy, including ensuring the connection to the 
CEMA country norms and other international norms, etc. 








Get Rid of Extra Work 


It is understandable that with the current situation in the CSSR it is 

not possible to achieve optimum production and effective distribution of 
spare parts in a short time. The sterting points for the solution vere 
stated at the 17th Congress of the CPCZ. The bacic ones are not expensive 
in terms of investment resources and affect us all. This is a matter of 
increasing the effectiveness of managerial and organizational work at all 
levels of management. ‘(Connected with this task is raising the work, design, 
and technological discipline and as a consequence of this the quality of 

the products manufactured and the services provided. In material production 
this means increasing control] not only over the input and output, but 

also control of intermediate ‘perations with a goal of producing at the 
highest global standard of quality. We cannot be satisfied with just 
,verage quality. Low-quality products sean not only extra work which sust 
be performed for the higher production of spare parts, including the 
expenses for assembly and disaseembly during repairs, but also a loss of 
trust on the foreign markets. 


im cooperation with the CEMA countries, it is necessary to speed up 
unification of some assemblies and elements of comparable products and to 
achieve a simplification of the technical norms. 


It is likewise necessary to direct research at the problem of the relation- 
ship of the prices of finished products and spare parts with a goal of 
regulating the consumption of reserve components. 


Capital investment will be necessary to resolve the distribution of spare 
parte, their storage, the documentation, and determining transportation. 
It cannot all be solved at once. It would help to make the plan sore 
realistic, optimize the production of spare parts, and do away with work 
stoppages which cost the national economy a lot. 


6258/9190 
CSO: 24600/152 

















ECONOMY CZECHOSLOVAKIA 


TRAVKIN CONSTRUCTION METHOD REPLACES ZLOBIN AS MOD=L 
Bratislava PRAVDA in Slovak 20 Now 86 p 6 


[Text] The name Nikolai Travkin is today among the best known in the Soviet 
Union. Thanks to him, Volokoamsk, one of the oldest Russian cities and only 
about 130 kilometers to the northwest of Moscow, has also gained new fame. 
Not far from here 45 years ago, 26 Panfilovists heroically stopped the attack 
of Fascist tanks which outnumbered them several times over... 


By way of introduction, a bit of bistory: in 1979 there appeared the first 
so-called brigade of final production in the Mosoblselstroy No 18 trust. 

It consisted of 53 employees of various professions who delivered “turnkey” 
facilities. The earnings, including incentives for the four technical managers 
who cate into the brigade, were determined according *« the wage norms for one 
ruble of construction assembly work and distributed on the basis of a coefficient 
of work participation. The brigade council decided on many matters of common 
interest and its composition was updated twice annually. : 


More than 100 such collectives worked in the Moscow oblas:' for 4 years. Some 
achieved good results and were »nnually able to save an average of a million 
rubles. But in actual practice certain contradictions began to appear which 
were cvor sore obvious in the relations between the Khozraschet brigades and 
the other groups of the cunstruction assembly administration (or plant) and 
the trust (or enterprise) which are the basic organizational units in Soviet 
construction production. Just as with the Zlobin ones, the Travkin brigades 
more than once became a disagrevable nuisance for management; on the basis of 
the contract, they demanded uninterrupted material and technical support for 
the work, pointed out deficiencies in the design documentation, etc. When the 
managers did not comply with their wishes ir time, they criticized thes in 
their councils. 


In the words of Igor Klochkov, secretary of the Moscow oblast’ party committee 
am one of the cofounders of the const.uction experiment in Moscow Oblast (by 
the way, his original profession was construction worker), life itself forced 
the abolition of the brigade “partitions” and the two-track system in reward- 
ing workers and sanagement. 


They decided to take a risk. Three years ago a new type of construction 
supply unit was formed on the basis of the Travkin collective. The brigades 








replaced the more numerous working groups whose composition was changed 
operationally according to need (the nature of the planned tasks and the work 
performed). The kind of mobile teams familiar from research activities 
appeared. 


Everyone's orientation toward the final results, the material incentives for 
management brought out mainly by economic tools, the subordination of the 
technical managers to the work collective council...these and other factors 
proved to be exceptionally effective. From the moral and political aspect, 
this has showed up in the exponential growth in the input of public opinion on 
the collective's life. And economically? In a year of working according to 
the Iravkin method, the work output has shown a doubling of the average 
indicators achieved in construction in Moscow Oblast. 


The oblast party committee office supported the innovators from Volokolamsk. 
Within a year they had successors in 60 construction assemply administrations. 
But everyone, including the Travkin group themselves, eventually ran into a 
lack of understanding by the management of the trusts and enterprises. Why? 
It is not just that they achieved higher results without demanding additional 
labor forces, but on the contrary got by with fewer hands and themselves got 
rid of the slackers and bunglers among them. In the same amount of time 

they showed themselves capable of building not three, as formerly, but four 
installations for turnkey delivery! And this was just what was at the core 
of the dissension. Jobs over and above the plan required additional material 
resources. The trust management did not know how to secure them and 
systematically broke its promises. The conflict ended up at the oblast party 
committee. Exactly 2 years ago it was resolved as follows: they placed the 
one-time brigade leader Nikolai Travkin at the head of the Mosoblselstroy 
trust, and they told him that from that point on the entire trust would work 
in accordance with the principles of the collective delivery contract. It 
would involve not only the brigade, not only the construction center, and not 
only the construction assembly administration, but the entire trust, which is 
almost 2,000 people, and dozens of smaller and larger construction projects 
in three okreses of Moscow Oblast. 


A year went by and what were the results? The enterprise which until recently 
was lagging behind and showing a loss has moved up among the leaders and has 
put out one and one-half times as much construction production, increased the 
productivity of labor by 25 percent, reduced production costs by 12 percent, 
and showed almost one and one-half million rubles in profit. The average 
earnings there rose by 11 percent and at the same time savings in wages 
reached 150,000 rubles...Comrade Kiochkov calls this "the explosive effect of 
the collective delivery contract." 


I asked Anatoliy Nikiforov, one of the cocreators of the Volokolamsk 
experiment and chief of the administration of labor organization and compen- 
sation in Glavmosoblstroy (which is the management staff for an almost 120,000 
strong army of construction workers operating on the territory of Moscow 
Oblast), to comment on this opinion, otherwise quite typical in the memories 
of the dispute. 











"I think," he said, "that our method is a logical development of the principle 
of the brigade contract and thus the brigade khozraschet, but on the level of 
the larger structural unit, the level of the construction plant and enterprise. 
The brigade would contract with management for a batch of work at some instal- 
lation of a complex and was interested only in carrying out that contract. It 
was not responsible for the results of running the plant and the trust. But 
what about the majority who work outside the brigade? A worker on hourly wages 
is not responsible for anything; it is enough for him to “pick up” sufficient 
hours and the bonus on the pay scale. The construction supervisor or the 
administrative employee has a fixed monthly salary. That is, they do not 
“move in the same circles" as the brigades. The principles of our collective 
delivery contract expand the validity of what took place at the brigade to the 
entire construction organization and with Travkin to the entire trust. So to 
speak from the charwoman to the director. Because the earnings of each person 
depend on the final results of the common work.” 


Here they call the new method “collective subordinstion.” You will look for 
this concept in vain in the Russian-Slovak dictionaries. I therefore am 
translating it freely, with a risk of inaccuracy, as the collective delivery 
contract. Let us look more closely at its contents since that is what is 
decisive in this case. 


All For One 


Karl Brignevic, chief of Glavmosoblstroy, briefly laid out the “philosophy” of 
the Travkin method for us: “The collective delivery contract brings new 
elements of the economic mechanism into play which combine the primacy of 
collective work and the principles of Khozraschet not only in the brigade, but 
in the entire enterprise and trust. Its economic basis is the 5-year plan 
wage norms approved for workers and management and technical managers. 
Depending on the degree to which the planned volume of construction assembly 
work is performed, a collective wage fund is formed in accordance with a fixed 
schedule which is then distributed among the members of the collective in 
proportion to their persons] input into the joint work results. A coefficient 
of work participation is established for workers and technical managers." 


Anatoliy Nikiforov adds to this: "This is actually for us a matter of a basic 
change in the production relationships in the work collective, a new production 
psychology for the supervisors and highly productive employees as well, so 
that it will be to their advantage to go looking for work instead of trying to 
avoid it. We are trying to find the greatest possible community of personal, 
group, and enterprise-wide collective interests based on economics. The 
result of this attempt should be the elimination of such concepts as 
“advantageous work" and “disadvantageous work" and “my work" and “the other 
guy's work.” We are therefove doing away with the narrow brigade interests 
and limitations by merging the basic construction professions and support ing 
mutual assistance at work. We want it to make more sense not to perform 
expensive and labor intensive work, but rather to be concerned about economic 





relations to public matters and a feeling of personal responsibility for the 
economic results of the plant, the trust, and the cooperative.” 


And here is Nikolai Travkin's opinion: “The new method makes it possible to 
prevent many misunderstandings and excesses. The results of the first 9 months 
of this year show this most clearly. Our trust's profit for this period 
exceeded 2 million rubles, which is 1,000 rubles per employee.” 


Priority is given to completed facilities which reduces the degree of dispersion 
of resources. According to the calculations of the economist Bolotin, the 
capacity of the Soviet construction industry is no less than that of the 
American. But in the USSR they build more slowly than in the United States. 
Why? Mainly because they build too many projects at once here and scatter 
their material, technicians, and workers, which we know quite well from our 
domestic construction practices. Dispersion is easier and more advantageous 
than completing projects. Today in Volokolamsk the interest of the masons 
and the drivers, the electricians and the finish workers in construction is 
all focused on the completed project. And that of every manager as well. 
Finish work in construction is, however, more labor intensive and at the same 
time shows less profit. So that this will not affect the earnings, a reserve 
wage fund was established with the bank's conc irrence. 


A. Nikiforov says, “At first many people tried to dissuate us from the attempt 
at saving money up for idle periods in this manner. But under the conditions 
of the collective delivery contract, you have to think about bad times and the 
lower amounts of work in finishing construction when you consider the distri- 
bution of earn‘ngs. Everyone wants high and stable wages throughout the year. 
And so when the finish workers arrive, we can help out with supplemental 
payments from tue reserve fund. 


What is no less important is that the unexpended money from this fund does not 
expire at the end of the year, but automatically transfers over to the trust's 
incentive fund. And so it is possible to save for growth in the future.” 


I was interested in how the Travkin employees apply the coefficient of work 
participation (KPU). Equality rapidly disappears in the brigades, they told 
me, not through zero KPU values alone, but also from the equally frequent 
higher rates of 1.3 to 1.5. And what does a zero mean for the worker? 

That he gets only the base rate, which is just half of the earnings to which 
he is accustomed. For loafers, the Travkin employees give them a zero 
coefficient for a period of from 2 weeks to 3 months. 


But to complete the revolution in compensation it is necessary to consider 
thorough application of the KPU in evaluating the work of the management staff 
and construction supervisors. In speaking about this, comrade Nikiforov said, 
among other things, “At the beginning they stopped paying bonuses to those 
employees with a zero coefficient. But the workers objected: ‘when we have a 
zero, we get just the base rate, so why should the technical managers get a 
guaranteed full monthly pay?" Now when the plan is not fulfilled a foreman, 








or even the head of the trust, gets only the minimum share of the pay which 

is coming toe him according to the schedule. And in the Travkin trust they 
went even further; in the case of a zero KPU, they reduce the monthly pay of 

a management employee, regardless of his position, by up to 20 percent on into 
the following month. We consider this to be a proper action even though some 
people received the news with obvious displeasure. Another decision of the 
Travkin collective which also ran into a good deal of resistance was to void 
the coefficient not only for anyone who did not come to work sober or perhaps 
drank on the job, but also for anyone who kept their distance from the work 
and idly stood around. Everyone must be responsible for each and each for 


everyone.” 


These would be punishments. What about regards for the conscientious work of 
certain supervisors or engineers? 


"The flexible portion of the construction supervisor's wages is paid from the 
workers’ wage fund since the former work in their groups. The fact that they 
are compensated according to the results of the entire group's work does not 
limit them. The wage fund for the administrative staff is formulated 
according to the established norm of the number of employees per million 
rubles of constzuction assembly work performed. This encowrages reductions in 
the staff. Zut in this case the variable component is no. allowed to exceed 
50 percent of the basic pay.” 


I could not help but ask, “But how can you objectively determine the KPU of a 
manager when his final output cannot be measured in cubic meters or meters? 
How do you judge the correctness and effectiveness of the manager's decisions?" 


Comrade Travkin's answer was, "I know that management science so far has not 
figured that out. But our economic councils as the independent agencies of 
the local work collectives can handle it." 


6285/12851 
CSO: 2400/107 
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ECONOMY HUNGARY 


FINANCE MINISTER DISCUSSES TWO-TIER BANKING SYSTEM 
Budapest MAGYAF IFJISAG in ttingarian 26 Dec 86 pn 14-15 


Interview with Deputy Finance Minister Peter “Medgvessy prior to his 
appointment to the post of Finance Minister! 


[Text] As of 1 January 1987 the Itmgarian banki system will have 
substantially changed. The Ihinearian National Sank (9%) will become a 
central bank in the classic sense of that term. Meanwhile, five commercial 
credit banks will be formed for the specific purpose of money nmarketine. The 
number of specialized financia’ institutions will also increase. 


[Question] What degree of independence will the “4B enjoy in its canacity as 
the trustee of monetary policy? 


[Answer] Nowhere in the world do governments renounce the prerogative of 
formulating and influencing the activities of their central banks. This is 
particularly true in nation's having planned economies. They have a special 
need for governments to establish monetary policy in the interest of achieving 
econonic policy objectives. 


[Question! What tools are available to the central bank in realizing 
prescribed monetary goals? 


[Answer] The primary tool involves interest rate policies. ‘Since the new 
commercial banks will obtain a significant part of their resources from the 
central bank--to use a vrofessional term: they will re-finance thenselves at 
the central bank--the prime interest rate established by the Itmgarian 
National Bank bears influence unon the interest rate on loans granted by 
commercial banks. 


[Question] Is there a mxiqurm Limit on the amounts commercial hanks may 
borrow from the central bank?’ 


[Answer] They have pre-established credit limits. They may finance loans 
partly out of funds borrowed from the central bank, and partly out of 
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enterprise funds they hold on denosit. Art the time of their establishment--art 
present--each bank receives a portion of the central bank's funds that were 
earmarked for credit purposes. A portion of the deposits that were made by 
individuals also will be transferred to the commercial banks. 


[Question] How will that hapnen? Are the commercial banks withorized to 
accept deposits from individuals too’ 


[Answer] Not for the time beine. for the time being only the ‘lational 
Savings Bank OTP and the network of savines associations is authorized to 
accept savings deposits from individuals. ut since part of the savings 
deposits hel by the OTP and bv savings associations is being deposited to the 
wm, the MIB mav transfer these funds in the form of loans to commercial banks. 


[Question] Isn't there a way by which commercial banks could directly acquire 
individual funds? 


[Answer] Not for the time being. ut as the system develops, this may be a 
possible next step. 


[Question] Accordingly, to what degree are commercial banks denendent upon 
the central bank--in plain Fnglish: what percentage of their funds do they 
receive from the VB’ 


[Answer] About 60-70 percent. 


[Question] Can commercial banks exercise discretion regardine the interest 
rates they charge on loans’ 


[Answer! Certainly. But thev are constrained bw the fact that the credit 
received from the “iB costs monev, because the commercial banks pay interest 
[to the MIR, and this costs money. 


[Question] Let's assume that todav--better said: the future interest rate 
charged by the central bank is 12 percent. ‘What would vou estimate te limits 
to be, within which the individual banks can varv the interest rates thev 
charge? 


[Answer! The difference may be as laree as SO percent. In others words, it 
is conceivable that one bank grants loans at an interest rate of 15-16 
percent, while another bank offers 8-9 percent. I do believe, of course, that 
such extreme differences would be rare. 


[Question] During the nast several years, the monetary reeulatory means used 
by western central banks, bv which they limit the volume of available funds, 
has plaid an important role. In other words: in their struggle against 
inflation they announced to corporations, to the entire economy, for instance 
that the money supply available to the economy will increase in a given vear 
by only 4 percent. As a result, not everyone will have access to funds, 
competition will have stiffened, and thus the relative availability of funds 





will have exerted its desire! regulatory effect. as the “i and the 
supportive monetary rolicy considered such alternatives’ 


[Answer! mmission, that is the issuance of money is a mononroly of the 
cemtral bank in ttimgarvy also. It is the government's role to determine in 
what manner and to what extent the noney supply should be provided. In 
thingary too there is a need for a control of the money supply, in a manner 
that is far more strict than before. Stringent enforcement of monetary 
policies forces enterprises to minage themselves successfully. This kind of 
stringency is more effective, and makes more sense than the stringency in tax 
i<‘licies we have pursued before. Tax nolicies are necessarily inflexible. 

represent a one-way street from which it is difficult to retreat, because 
expenditures are postulate’ on the basis of tax revenues. [t is the 
expenditures that are so difficult to reduce. If, on the other hand, we 
stress the regulation of the money simply, we will have at hand a more 
flexible tool. This, of course, can only be accomplished eradually- new 
methods like this cannot be introduced into the economy overnight. 


[Question] Is it possible to effectively annly the strict reeulation of the 
money sumply as an anti-inflationary tool in an economy were the political 
weight of the central budget is rather large, and where the hadeet frequently 
secks funds--more funds in order 1 defray the deficit? Jest how indenendent 
can the central bank be--to what extent can the central bank succeed in its 
role as guardian of the soundness of currency’ 


[Answer! I would note at the outset that special interests do exert influence 
upon every government, throughout the world. The interests of certain 
segments of the economy do not always agree with the interests of the people's 
economy as a whole. The interests of certain sernmerts of the economy nay 
clash with certain functional interests. In the present case a new dimension 
is added, a new point of view emerees: a potential clash of interests Setween 
the central bank and the beieet. ‘ote however: the best possible solution, 
harmony is the fumction of a combination of a great variety of approaches. 
The goal is that sound economic decisions prevail and that they achieve their 
objectives. 


[Question In the lone run, will the “8% have an opportunity to sustain the 
value-determining role of money? 


[Answer! The bank had performed this role heretofore also. ut the task of 
keeping the currency sound is equally shared by the “Gtional Planning Office 
OT! and by autonomous workings. Wvertheless, the bank's indenendent 
responsibility and onprortumity to act will increase, »v all means. 


[Question! Heretofore the “8 had monopoly over foreien exchange, wd over 
guarding foreign exchange reserves. Is this situation eoing to change’ 


[Answer! Foreien exchanee transactions will continue to be the privilege of 
the central bank only. The undertyvine determination remained unchanged, even 
in light of a chaneed banking systen. 
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[Question! Why? 


[Answer! Secause changing the banking system is a giant step. wv far it is 
not a mere technical chanre. A new element has been introduced in the econonyv 
which must be harmonized with state interests; the influence of the banking 
systen--by this, | mean the new effect conveved by commercial banks--wil!l Save 
increased in the general adjustments of purchasine rower and of the economw. 
And as long as these changes are as profownd as thev are, one needs fixed 
points of reference, fixed points that provide securitv. This is especially 
true in a country in which the rate of indebtedness is high, as compared to 
its standards of production and development. One such fixed point is the 
central management of foreign exchange. We are retaining this monopoiy in the 
interest of a smooth start, and for the sake of security. 


[Question] Accordingly, under no circumstances will commercial banks handle 
foreien exchange’ 


[Answer! They will, but only as authorized and instructed by the MAB. For 
example, even during the periods characterized by a high level of 
centralization, the Bank of Foreign Trade had direct dealings in the forcign 
exchange market. It accepted deposits and borrowed money. The new banks will 
be able to seek such exceptional authority on a cate-by-case basis as soon as 
they have their staff experts, their required krow-how. In any event, control 
over these hanks will be rather stringent. 


[Question] Will there remain some financial link between the enterprises and 
the “in? 


[Answer! No. Fut the MM will continue to manage the accounts of certain 
organizations that have large budgets. 


[Question] The “8B functions under the direction of the government. low will 
this authori'y be channeled? Through the Ministry of Finance? 


[Answer] No. This would constitute conflict of interest. If, for exanple, 
the central bank would want to impart its narticular point of view revarding 
the budget, it could do so only if the “&™ enjovs a standing equal to that of 
the Ministry of Finance. The person who oversees the central bank is the 
Minister President. 


[Question] Let's take a look at the other tier. Includine the five new 
commercial banks, altogether how many ‘inancial institutions will be able to 
grant credit in Huneary in the future? 


[Answer! Beside the five banks I would mention City Bank--the mixed bank that 
has been established jointly with the Americans. The Central furopean 
International Bank (CI) has also soucht permission to do business in the 
domestic market. Within a short period of time an internationally owned hank 
will be established, with capital provided by a unit of the World Sank, and 
from the Mutch, West German and limgarian founders. This bank will serve the 








expressed purpose of assisting the activities of small entermrises and of 
cooreratives. In addition, there already exist a dozen specialized financial 
institutions. These provide creilit primarily to innovative activities. Put 
the sphere of activity of the latter tyres of institutions is limite’. Thev 
are not authorized to manage checking accounts. 


[Question] From where do the five big banks receive their initial capital? 


[Answer] Primarily from the state, because their most important proprietor is 
the limgarian state. A majority of the shares--30-90 percent--~will be owed 
directly bv the state. In smite of this fact, however, these stock 
corporations remain open corporations, because enterprises and cooperatives 
too can hold shares, and hanks too may own shares of other banks. The stock 
of the General Securities Exchange Rank, for example is listed by the OTP. 
The !hingarian Railroad Car and Machinery Works for example, narticipates with 
a significant share of stocks in the General fnterprise Rank, one of the 
specialized financial institutions. But some sreller enternrises and 
cooperatives have also expressed an interest. 


[Qiestion! What economic rationale can there be in the fact that the five 
commer ial banks cannot accent funds from individuals--already at this point, 
fron the beginning? 


[Answer]! There is a very good reason: our residential dwelling construction 
financing system, be that as it mav, has been established on the premise that 
the OTP would collect several hundred milliard several hundred billion forints 
in deposits from individuals. In turn, it would make these deposits available 
under extremely favorable conditions, mostly at a 3 percent interest rate and 
on a 25 year, long term basis to finance the construction of residential 
dwellings. This is the wav the OTP helps support the mablic. If the 
commercial banks were to be permitted to compete, they would eladly accent 
deposits, but it is unlikely that they would make loans with these funds under 
favorable conditions similar to those offered by the OTP. The case of 
construction credits and the financing of residential dwellings mist be 
resolved before the banks can enter into this territory. For the tine heing 
the protection of the public interest remains the primary goal. In spite of 
this, I am in favor of opening a window in this respect for commercial bank 
particination. If, for example we could not resolve the issue of an entirely 
new system of residential dwelling financing in 1988, we should, nevertheless 
provide a mreans--a limited sphere of activity--for the banks so that they pet 
used to interacting with individuals. ‘So that they have cashiers; so that 
they learn to get used to the fact that accepting individual deposits and 
granting individual credits is not the same art form as what they have become 
used to in their dealings with entermrises. 


[Question] While we welcome the fact that after so mich labor a two-tier 
bankine system is about to become a reality, it is somewhat odd that say, in 
Miskolc, four or five banks will be active instead of the previous one or two 
hanks. And yet, these banks will not be able to accent denosits fran 
individuals, and the sources where the enterrrises can turn for funds will be 
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poor. Will this not result in chaos?’ Wouldn't vou say that there are too 
many Eskimos for the sparse qumber of seals? 


[Answer! To becin with: it is unlikely that within individual cities all the 
banks would appear at the same time. This will take place graduallvw. ‘So far 
as I know, Debrecen is the only city where three banks will begin functioning 
all at once. The essence of your question is this: is it possible, should it 
be permissible to distribute the same amount of money that was hela previously 
by the MIB only amone so many banks. From a static point of view, the sum 
total of available funds remains unchanged, but that amount too could be mit 
to use, could be marketed--or as the saving goes: could be made to bear 
interest--in far sore rational, more promising wavs. ‘%t let's look at this 
matter from the evolutionary viewpoint. As a result of the chanee it is aur 
expectation that various competing banks, in the interest of their am 
financial well-being, would be supportive of income production, of the faster 
turn-over of funds, and of creating new funds. As a result of this interest 
more money than before would be available for distribution. This would hold 
true assuming, of course, that the sphere of activity of the banking system 
would broaden gradualiv, and that banks would be forced to take better 
advantage of the money market because of possible stringent controls with 
re -ect to the money supply. Therefore, the miniram goal is the better 
dist: ibution, better utilizaton, and better investment of the small amount of 
money that is available. In contrast the optimum goal is that the new »bankine 
System mobilize the creation of more monev, nore income and of increased 
production, and that it bring finances closer to the sphere of reality. 


[Question] Are the banks free to decide to whom they erant credit? Could it 
happen that one bank refuses an amplicant while another hank discovers a 
business genius in the applicant’ 


[Answer] By all means. It could hapnen. And that is how it should he. 
Business carries its risks too. 


This is the end. The end of the old banking systen. 


Continuity remains, of course. It remains at least in ome respect, the wy 
Prieves Karinthy perceived it. 


Money does not provide hanrniness--ntil it becomes available. 


12995 
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REORGANIZATION OF BANKING SYSTEM DISCUSSED 
Budapest KULGAZDASAC in Hungarian Bo |, 1987 pp 13-20 


[Article by Sandor Ligeti: “The Banking System's Reorganization”; first 
paragraph is « summary) 


(Text) A socialist country may have « one-tier or two-tier banking syste. 
In ao one-tier banking system, the central benk maintains direct relations 
with the economic subjects; and in a two-tier banking system, with the com 
mercial banks. The commercial banks in a two-tier benking system may be 
monopolies, or they may be competing with one another. There has been 
debate in Hungary since the 1960's on the relative merits and drawbacks of « 
onme-tier or two-tier banking system. The fact that we have sade progress in 
many sreas toward « market that is regulated in « planned sanner warrants 
the Hungarian banking system's present reorganization. With « two-tier 
benking system in place, the central bank's function as a credic tank will 
cease. Thereby the central bank will be expected to discharge its bank-of- 
issue function sore effectively, and to influence the commercial banks with 
its tools of monetary policy and regulation. As of | January 1987, there 
will be five chartered general credit benks, and the customers and orgenize- 
tional subdivisions of the Hungarian National Bank and other banks will be 
“divided” among thee. Later on, the customers will be able to change banks. 
The new banks are being founded as corporations, with « profit incentive. 
The operations of the Central European National Bank (CIB), Citibank Buda- 
pest, and the ten specialized financial institutions will serve to generate 
competition among the banks. Establishment of the two-tier banking systes 
will aleo require agencies to control and supervise the banks. The banking 
system's further development will be able to exert its expected positive 
infilvence only if there is « favorable change in the economic environment. 


The economic management system's refors raised also the question of the benk- 
ing system's ‘urther development. It is no accident that articles discussing 
the theoretica’ smi practical questions of reorganizing the banking systes 
appeared in t*e srofessional literature at the start of the reform in the 
late 1960's, anc then in the early 1980's. 


The benking system in a socialist country may be « one-tier or two-tier sys- 
tem. We call the banking system one-tiered when the central bank maintains 
direct relations with the economic subjects, disbursing their payments, 
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holding their accounts, and asking ther loans. In « two-tier banking systes 
the central bank does not maintain relations with the ecomomic subjects, only 
with the lower-tier banks, i.e., the commercial (business or credit) banks, 
which in turm msintein direct relations with the econoeic subjects. 


The overwhelming majority of the socialist countries follow the Soviet exaz- 
ple and have onme-tier banking systems. In addition to its central bank (the 
National Bank or State Bank), such a system usually has an Investment Bank 
(to finance investments, and the operations of the construction enterprises 
as well), « Foreign Trade Bank, and « Savings Bank. From the preceding it 
follows that « ome-tier banking system does not sean there is only one bank 
in the economy. That would be « so-called “monobank system,” under which one 
bank, the National Bank, performs 411 banking operations. We find examples 
of such a system in Mongolia, Albania and Cubs. 


In principle, the following schemes are possible for organizing the commer- 
cial banks’ gutual relations in a two-tier banking system. 1. In addition 
to the central bank, there is only one commercial bank. 2. The commercial 
banks are specialized by branches and sectors of the national economy. 

3. There is a separate commercial bank for each region. 4. There is no 
division of labor among the commercial banks, customers aay do business with 
the commercial bank of their choice, and the banks are competing with one 
another. 


Scheme | seans a reorganization of a technical nature. Here the soney supply 
is managed artificially, through the central bank's regulation of the only 
commercial benk. Likewise technical in its mature is the feature that, at 
the level of the “buffer” formed in this manner, the enterprises’ “excessive 
credit demand can be trimmed sore easily than when the ome-tier banking sys- 
tea's central bank functions also as « commercial bank and attempts to reject 
the credit applications iteelf. 


Schemes 2 and 3 do not offur any significant change from a one-tier banking 
system, in the sense that ‘he enterprises remain defenseless because here 
they are dealing with banks which are sonopolies. According to other views, 
the effect is the exact opposite: sooner or later the banks become the ser- 
vents of particular interests. So far as management of the goney supply is 
concerned, it may be assumed that the sectoral or regional benks require dif- 
ferentiated, individual regulation, because credit demand and supply of loan- 
able funds from deposits differ by sectors or regions, which makes unifors 
regulation difficult or impossible. Among the socialist countries, the CDR 
and Bulgaria briefly had systems of sectoral commercial banks, but this did 
not mgsake the system of economic managesent, and aanagement of the soney sup- 
ply, more flexible in either country. We wieh to note for the sake of com- 
pleteness that, since | January 1984, the People’s Republic of China hae « 
two-tier banking system organized on the principle of separate commercial 
banks for the individual branches of the economy, but we do not have as yet 
an assesement of this systes. 


Scheme 4, with qgutually competing commercial banks, is « radical departure 
from the one-tier banking system. We find such two-tier banking systems in 
the capitalist countries, and in Yugoslevia. 
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Various arguments have been advenced in the professional debates, for and 
against the ome- and the two-tier banking system. Let us examine some of 
thes. The arguments in favor of a one-tier banking system are as follows: 

it is easier to assert the ostional economy's interests within the banking 
system; bank records, especially those of the central bank, provide a better 
overview of the economic situation; « one-tier banking system is sore in 
accord with the other elements of the system for managing the economy (with 
the National Planning Office, etc.) than a two-tier banking system; and 
curtailment of the Hungarian National Bank's scope of duties, with a smaller 
grand total im its balance sheet, would detract from the bank's international 
prestige. The arguments against such a system are: «a one-tier banking sys- 
tem lacks flexibility; because of its lending sonopoly, the bank may reject 
even loan applications that sre well-founded and should be approved; the 
entral-bank (or bank-of-issue) function and the commercial-bank function 
can be exercised only at each other's expense; and because the bank is un- 
able to take both macroeconomic and sic »economic considerations sisulta- 
neously into account, its commercial lending prevents the bank from perfore- 
ing properly its bank-ot-issve function. 


The arguments in favor of a two-tier banking system are: separation of the 
central-bank function and commercial-bank function makes for sore effective 
performance in both areas; the banks compete for customers; credit alloca- 
tion isproves; the range of available financial services broadens; and the 
banks’ profit incentive ensures that they provide financing for the more ef- 
fective activities. The srguments against are: because credit demand perua- 
nently exceeds supply, the enterprises would continue to compete for credit, 
instead of the banks’ competing for customers; the commercial banks would 
not be able to lend gore than the banks of a ome-tier banking system; the 
banks’ profit incentive is questionable; management of the money supply, un- 
necessary under 4 one-tier banking system but necessary under a two-tier sys- 
tes, would involve additional costs for society; and establishment of paral- 
lel networks of branch offices would likewise be costly. 


The progress we have made in many areas toward « market which is regulated is 
a planned gsanmer warrants the Hungarian banking system's present reorgenize- 
tion. The systems of economic aanagement, nations! economic planning, and 
regulation have isproved; the enterprises have sore independence; and the 
system of enterprise ganagement has been godernized. The financial inetitu- 
tions, too, aust follow the ,ositive processes which have begun within the 
systes of ecomomic management. The criticiem directed against our systes of 
financial imetitutions is justified: the importance of credit relations in 
the economy has been deemphasized; fiscal relations with the state budget 
have become dominant; the excessive role of payments to the state budget, 
and subsidies from it, has sot given the enterprises sufficient incentive; 
the share of short-term borrowing in financing the enterprises’ operations 
has declined; in enterprise sanagement, access to resources is sot based on 
profitability; and im gany instances the bank is obliged to provide credit 
even for less profitable investments because the individual investeent pro- 
jects decided centrally asy be financed only from credit when so other re- 
sources are available. Often the bank's lending is sot based on business 
considerations; there are so gutually competing banks; we are subordinat ing 
the benking system's operations to finsacing plan targets set in physical 
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units. And there are no securities in our economy (this has changed in the 
meantime: bonds may be issued since 1983, and bilis of exchange are permit- 
ted since 1985). 


The changes introduced in the banking system in 1972 did not sean the end of 
the ome-tier banking system; they merely veapportionmed the tasks assigned 
to the individual banks. The specialized financial institutions established 
in the late 1970's and early 1980's already signaled the development of com 
petition among the banks. As of 1 January 1985, two branch asain administra- 
tions of credit were established within the Hungarian National Bank and 
func- tioned as “quasi-" commercial banks. As of 1 January 1987, there will 
be a comprehensive reorganization of the Hungarian banking system, and « 
two-tier banking system will be in place. 


In the debates it has been pointed owt repestedly that, after the banking 
system's reorganization, the central bank (the bank of issue) will be better 
able to fulfill its benk-of-issue function than the one-tier banking sys- 
tem’s central bank did while “cohabitating” with the commercial bank. What 
are the central bank's special tasks? Its “name~giving™ functicn is to 
issue currency (banknotes). A task specified by law is to “safeguard” the 
value of the forint and control the amount of currency in circulation. Sev- 
eral contributors to the debates have claimed that the Hungarian National 
Bank, overshadowed by the other agencies of economic management, has not 
been able to fulfill this task consistently because the financial processes 
have merely been following the decisions formulated in physical units, pre- 
venting the bank from asserting the considerations of monetary policy when 
controlling the money supply. The development of prices has likewise been 
inflwenced by so many external factors that the central bank could sot be 
called to account for failing to maintain the value of the forint. We expect 
that the strengthening and broadening of the Hungarian National Bank's bank- 
of-isewe function will enable it to place greater emphasis on these tasks. 


In both « ome~ and a two-tier banking system, the central bank functions as 
the “gowernment’s bank.” Which means that the central bank holds the ac- 
counts of the state budget, disburses its payments, and lends it money when 
necessary. Whether there should be « suitable division of labor between the 
central bank on the one hand, and the governecnt and the Ministry of finance 
on the other, is linked partially to this function, and is partially « ques- 
tion of cooperation among the agencies managing the economy. The central 
bank guest be the partner on whose expertise the government relies to assert 
the aspects of monetary policy in the course of formulating economic policy 
and fiecal policy. Instead of merely implementing the economic-policy deci- 
sions, the central bank ust aleo participate in the decision-making and 
planning process. 


One of the functions of the central bank in « two-tier banking system is to 
act as the “bank of banks,” the lender of last resort. The central bank dis- 
counts the loans that the commercial banks make to their customers (in other 
words, the central bank lends the given commercial bank an amount equal or 
close to the loan that the commercial bank made to its customer). But this 
is only ome aspect of the relationship between the central bank and the com 
mercial banks. The central bank influences the operations of the coumer- 
cial banks with the tools of monetary policy, of managing the soney supply. 


20 





The tools of monetary policy to be employed in Hungary may be classified into 
two large groups. 


1. Permanent, strategic tools. (a) We may include here the required bank 
reserve (the balance which a commercial bank has on deposit with the central 
bank, plus the commerical bank's vault cash). In international practice this 
reserve is usually set as the reserve ratio, i.e., the ratio of the required 
bank reserve's amount to the deposits held by the commercial bank. (b) The 
normative ceiling on discounting is another strategic tool. The central bank 
sets this ceiling on the amount of loans it is willing to discount. In Hun- 
gary, this ceiling is expected to be a specified multiple of a bank's capital 
stock. 


2. Operational, flexible tools. (a) By changing its own interest rate with- 
in the framework of its interest-rate policy, the central bank can induce the 
commercial banks to change accordingly the interest rates they pay on their 
deposits and charge on their loans. The extent of departure from the central 
bank's rate does not necessarily have to be specified, because competition 
among the banks and their profit incentive compel them to follow closely how 
the central bank's rate develops. (b) In the practice of discounting, the 
centrel bank is able to adapt flexibly to the specific economic and monetary 
situation by lending to the commercial banks or refusing to do so. Although 
our plans include applying the principle of normativity, this tool will also 
be suitable to let the central bank influence, through selective discounting, 
the commercial banks’ lending, encouraging them to provide or curtail financ- 
ing for certain activities and areas of the economy. According to our plans, 
the ceiling on discounted loans and the setting of operational conditions for 
discounting will be the principal method of controlling the money supply. 

(c) Through its securities operations, the central bank is able to supply 
money to the banks, or to withdraw money from them. Here we must have in 
mind the rediscounting of bills of exchange, in the course of which the cen- 
tral bank lends the bank against its customer's discounted bill of exchange. 
In our opinion, the method known ae “open market operations" in the practice 
of the capitalist countries--this involves the purchase and sale of securi- 
ties (mainly of government bonds) by the central bank, to influence the bal- 
ance of the commercial banks' reserves and thereby their ability to create 
bank money through credit--is unlikely to become widespread in Hungary in 
the near future. 


in both the one-tier and the two-tier banking system, the central bank is one 
of the architects of the country's exchange-rate policy and serves also as 
its foreign-exchange authority. In the one-tier banking system, the central 
bank also accumulates gold and foreign-exchange reserves, and handles inter- 
national monetary transactions. It will retain this function also in future 
because the newly formed commercial banks will not be handling foreign- 
exchange transactions. 


With the separation of the bank-of-issue and commercial-bank functions, we 
expect the central bank to formulate monetary policy, oversee its implementa- 
tion, and function as “the economic management team's monetary expert." Up 
to now the central bank preferred to place more emphasis on lending. This 
obviously was due in part to the central bank's being simultaneously the bank 
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of issue and the credit bank. After the separation of these two functions, 
the central bank will be better able to satisfy the ever stronger requirement 
that it place more emphasis on the money supply, limit the latter's develop- 
ment in the course of regulating the commercial banks, and analyze the rela- 
tionship between the money supply and the real processes within the economy. 
The Hungarian National Bank will continue to participate in formulating the 
Credit Policy Guidelines, and to oversee its implementation. Credit policy 
will be more independent than up to now; the commercial banks will not have 
to make mandatory loans. 


As of 1 January 1987, five banks will be chartered as general commercial 
banks. The Hungarian Credit Bank (Magyar Hitelbank) and the National Commer- 
cial and Credit Bank (Orszagos Kereskedelmi es Hitelbank) will evolve from 
the Hungarian National Bank's two main administrations of credit that have 
been operating as quasi~commercial banks. The Budapest Development and 
Credit Bank (Budapesti Fejlesztesi es Hitelbank) will consolidate a part of 
the State Development Bank, the Budapest Credit Bank, and the Hungarian Na- 
tional Bank's Pest Megye Directorate. Furthermore, after some modification 
of their present scope of tasks, the Hungarian Foreign Trade Bank Corporation 
(Magyar Kereskedelmi Bank Rt) and the General Securities Trading Bank Corpor- 
ation (Altalanos Ertekforgalmi Bank Rt) will operate as full-fledged commer- 
cial banks. 


Each of the three newly established commercial banks will begin its oper- 
ations with a substantial clientele. The customers and structures of these 
three commercial banks will be formed by dividing up the clienteles and or- 
ganizational frameworks of the Hungarian National Bank, the Budapest Credit 
Bank, and the State Development Bank. Of the Hungarian National Bank's pres- 
ent megye directorates, seven will belong to the Hungarian Credit Bank; ten, 
to the National Commercial and Credit Bank; and the Debrecen directorate 
will be split between the two banks. (Footnote 1) ‘Including these direc- 
torates, 23 units of the Hungarian National Bank's present network will 
belong to the Hungarian Credit Bank; and 46, to the National Commercial and 
Credit Bank. Already this division of the network will ensure that the new 
commercial banks’ range of financial services will be a mixed one, at least 
in the provinces.) The Hungarian National Bank will maintain small staffs 

at the megye seats in future. The Budapest Development and Credit Bank will 
be formed by consolidating the Budapest Credit Bank, six branches of the 
Hungarian National Bank, and the Budapest subdivisions--excluding the State 
Development Institution (Allami Fejlesztesi Intezet)--and provincial branches 
of the State Development Bank. 


The new commercial banks are being founded as corporations. Capital stock 
provided by the state will account for 4 percent of the grand totals in the 
banks’ balance sheets. The state will own 100 percent of the shares, to en- 
sure control of the banks’ operations if necessary. The Ministry of Finance 
(with a majority of the shares) and the Central Corporation of Financial In- 
stitutions will represent the state as stockholder. In accordance with the 
regulations governing corporations, the founders (stockholders) prepare the 
articles of incorporation. A bank's governing body is its general meet ing 
of stockholders. It elects a management (managing committee) to direct the 
bank's day-to-day operations, and a board of directors to exercise general 








supervision. The board members are financial, accounting and legal experts. 
The commercial banks will formulate their business policy on the basis of 
their profit incentive, and will develop their clientele accordingly. After 
the initial allocation of customers, the qutually competing banks with na- 
tionwide competence will be free to pick and choose their customers; and 
the enterprises, after the initial period but still in 1987, will be able to 
choose another bank and transfe~ their current account to it. A bank cannot 
refuse to hold an enterprise's current account or its request for other fi- 
nancial services, but this obligation does not extend to accomodating the 
enterprise with loans. This exception protects the bank from being forced 

to provide financing for uneconomical activities. An enterprise may maintain 
its current account with only ome bank; but it may have deposits also with 
other banks or financial institutions, and may borrow from them as well. 

This provision not only serves to intensify competition among the banks, but 
it also enables a consortium of several banks or financial institutions to 
jointly finance a major business deal. To prevent an enterprise from supply- 
ing misleading information to a potential creditor, the bank holding the 
enterprise's current account is obliged to supply credit information when re- 
quested to do so. 


The banks and financial institutions will be profit-oriented. The optimal 
solution would be to employ the principle of normativity in regulating the 
banks’ profits, but the fact that the banking system is rather segmented 
makes this difficult. In conjunction with the banks’ profit incentive, we 
also have to bear in mind that security and liquidity must play 4 greater 
role in the decisions of financial institutions than in the decisions of en- 
terprises in industry or some other branch of the economy. Interest-rate 
policy and regulation by the central bank are the two factors that essent ial- 
ly determine a commercial bank's profit. This profit stems from the bank's 
interest margin, the difference between the rate of interest the bank pays 
to attract deposits and the rate of interest it charges on its ‘oans. The 
discount rate, the rate at which the central bank discounts the bank's loans 
to its customers, plays an important role in how the bank's profit develops 
and it also influences the rates of interest the bank charges on its loans. 


From its profit a bank will be able to increase its capital stock. The fact 
that the central bank is expected to discount the bank's loans to its custom- 
ers up to a specified multiple of the bank's capital stock will also serve as 
an incentive to increase the capital stock. From its profit the bank will 
make provisions for bad and doubtful debts, and form a reserve fund. It may 
use a part of its profit to increase the salaries and earnings of its employ- 
ees. On the question of personal incentives, it is still being debated 
whether to link only 4 small part of the employees’ earnings to profitabil- 
ity, but make the incomes of top managers sore dependent on how profit devel- 
ops, or te give a wide circle of the bank's employees a direct profit incen- 
tive. 


The banks’ acquired resources-~-i.e., the deposits they hold, and their loans 
that the central bank discounts--determine their lending. Because there will 
be a ceiling on how much of their loans the central bank will discount, the 
banks can be expected to devote more attention in future to attracting depos- 
its, and this will increase the macroeconomic saving rate as well. Lending 

















by the commercial banks, in contrast <> \emdiang of the one-tier bank- 
ing system's central bank, has limits . 2 ™ iness economics. Therefore 
the banks can be «xpected to screen ti« i. +» plications more carefully, 
and to lend only to solwent, creditwortay a: «<{ ‘ciently opera ing enter- 
prises. 


The operations of the Central European Inw . Sank, founded in 1980, have 
helped to generate competition among the ti .. « ‘ to modernize our banking 
system. The CIB is an offshore bank (a bs*.t.. -cjoys exterritoriality at 
its location, and the given country's banking regu.ations do not apply to 
it), and six foreign commercial banks jointly own 66 percent of its stock. 
The CIB tramsacts its operations in hard currency. Citibank Budapest, which 
opened on | January 1986, is likewise predominantly foreign-owned. Unlike 
the CIB, this bank provides financing in forints for Hungarian enterprises. 
Citibank Budapest's parent owns 80 percent of the stock. The influx of for- 
eign banks and the founding of jointly owned banks ought to be encouraged in 
future. As « result, wore loans would be available to Hungarian enterprises; 
these banks could contribute toward spreading the commercial-bank approach 
and practices in Hungary; and the Hungarian commercial banks could learn 
from the experience of these banks. 


The operations of the ten specialized financial institutions will likewise 
broaden the customer's choice of banks and promote competition among then. 
These small banks will be able to develop extensive deposit-holding (usually 
special-purpose deposits) and credit relations with business organizations, 
participate in ventures and provide financial services. From the comercia! 
banks they will differ only in that they may not offer their customers cur- 
rent accounts. 


Although competition between the OTP [National Savings Bank) and the cooper- 
ative savings associations appears to have intensified lately, the present 
changes will not affect personal financial services. In the capitalist coun- 
tries we find also private individuals esong the customers of the commercial 
banks. In Hungary, however, personal financial services will not be included 
in the range of services that the newly founded commercial banks offer. The 
underlying explanation is that the loans for housing construction, which are 
being offered on favorable conditions for social-policy considerations, do 
not permit uniform mortgage-market rates. Furthermore, an increase in the 
rates of interest paid on personal deposits would result in higher rates of 
interest charged on personal loans. The evolution of «a unified system of 
interest rates can be imagined only at a later date, coordinated with other 
measures. The need to establish a Postal Savings Bank was aleo raised in 
the debates, but the efforts to define this bank's range of services, ana 

its place within the Hungariin banking system, have failed so far. Therefore 
it has not been included at present in the Hungarian banking system's further 
deve lopment . 


The State Development Institution, which is being split off the State Devel- 
opment Bank, will perform certain state financing tasks in future and will 
“tranemit™ to the commercial banks the requirements of the state's structural 
policy. The State Development Institution will perform exclusively the tasks 
of financing the large-scale investments decided centrally. But in the case 
of targeted investment programs and other central investments, it will 





commission the commercial banks to handle the financing arrangements. The 
State Development Institution will have the right to submit proposals regard- 
ing the conditions of state aid. And it will manage the state budget's al- 
locations from which the state will underwrite loans. There are development 
institutions of similar scope in the capitalist countries as well. 


Establishment of the two-tier banking system will also require agencies to 
supervise and control the banks. Regulation by ihe central bank essentially 
involves the already discussed tools of monetary policy. There is also need 
for an agency to supervise “the soundness of the banking industry." In capi- 
talist countries this agency may be any one of the following: the central 
bank itself, the Ministry of Finance, or the Ministry of Commerce and Indus- 
try. In Hungary, supervision of banking has been established within the 
Ministry of Finance. Its function, by issuing and enforcing regulations, is 
to assert the requirements for the banks’ sound operation, and to protect 
the interests of depositors and creditors. Considering its purpose and 
tasks, banking supervision means professional supervision by a public author- 
ity that approves the scope of the individual banks’ operations, sets the 
limits within which the banks may expand their operations, specifies the 
minimum requirements for the banks’ liquidity, and checks whether the expira- 
tion date, of the loans and the resources are in harmony. The purpose of 
such regulation is to ensure the soundness of the banks. The supervising 
authority intervenes only when a bank jeopardizes the interests of its de- 
positors and creditors, its own soundness or that of the entire banking sys- 
tem. 


Up to now we have been discussing the questions of the banking system's re- 
organization, and the positive changes it is expected to produce. Obviously, 
difficulties may arise in this area as well. The first difficulty is immedi-~ 
ately the question of transition. The reorganization will affect many enter- 
prises as the banks’ customers. The enterprises’ current accounts will be 
renumbered, and the enterprises will be dealing with new bank officials. 
This could be termed merely a technical change. But banking is 4 continuous 
operation. If the changeover occurs on | January, the next day the banks 
must be able to transact payments and disburse credits. There can be no 
stoppage; the banks must serve their customers. With the entry of the new 
banks into the banking system, the system of supply .ng and issuing currency 
will be modified. This too may seem merely a technical difficulty, but it 
does require much care and attention. A problem related to clearing is ‘ow 
the commercial banks will plug into the Hungarian National Bank's computer 
systen. 


We maintain that the new commercial banks will have to operate differently 
than the banks up to now. But the employees of the new banks do not have as 
yet experience of how commercial banks operate. They will need time to adapt 
to their new tasks, and provisions must also be made for their training. The 
principles on which to base the bank officials’ incentives have not evolved 
as yet. In addition to the banks’ co'lective profit incentive--which, in the 
opinion of many experts, is not enough in itself--it would be desirable to 
introduce also a system of personal profit incentives for bank employees. 








In conclusion there arises also the question whether it is at all possible to 
influence economic subjects through regulation by the central bank, through 
the banking system; or do other factors--fulfillment of the plan targets in 
physical units, compliance with the supervising agencies’ expectations, and 
opportunity to exploit monopoly situations--determine the decisions of the 
enterprises, making them less sensitive to the banking system's influence. 
Or, as another way of stating this question, not so such the type of banking 
system is important, rather the extent to which the economy is sonetized, and 
how exposed the enterprises are to the monetary effects. Because, in the ab- 
sence of these effects, even the sost perfect of banking systems would remain 
ineffective. 


Thus the efforts to perfect the banking system will be fruitless, unless the 
economic environment makes further progress possible. Sut if we start out 
from the premise that everyone sust do his bit in his own patch, then we may 
justifiably hope that the banking system's reorganization will contribute to 
the growth of our economy, and the reorganization's advantages will far out- 
weigh its drawbacks. 
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BCONCMIST COMMENTS CRITICALLY ON REFORM PROGRESS 
Gdansk DZIENNIK BALTYCKI in Polish 5 Jan 87 p 3 


{Interview with Prof Waclaw Wilczynski, director of the Institute of Political 
Economy, Academy of Economics in Poznan, and chairman of the Reform and 
Political Economy Commission of the Polish Economic Society, by Aldona 
Lukomska: “What Should the Second Stage Bring?") 


(Text) [Question] Professor, it was decided at the meeting of the Executive 
Board of the Polish Economic Society to name a commission to define the 
Society's position on the state and needs of economic policy. 


[Answer] Yes, its primary purpose is to evaluate what has been done so far and 
to indicate the projects or directions of action that in the opinion of our 
Society are essential for, what we cal! the second stage of the reform, to 


produce the expected, concrete results. 


[Question] Well, what must be done for the implementation of the reformed 
economic management system to be effective? 


[Answer] I propose we begin by evaluating what has or has not been done so 

far. Only in this context will the problems to be resolved become apparent. 

The major mistake, in my opinion, that we could make in the near future is to 

simply continue the current economic policy. Its ineffectiveness in solving 

such problems as inflation or indebtedness is the first reason for radical 

changes in this area. But there are others: the lack of advancement in 
the 


The continuation of the current economic policy means that according to the 
statistics in 1990 we will barely reach the level of national income of 1978, 
which is an unattractive prospect for society, but it also means Poland will 
continue to fall down the hierarchy of Buropean countries. In the worst case, 
it will lead to economic collapse caused by a complete lack of efficiency. 


[Question] Why do you see economic policy as the greatest threat? 
[Answer] I am speaking so categorically because I have noticed various slogans 


that aim at revoking the reform. One time it is putting legal relations in 
order, another time it is the transformation of the founding bodies into 


27 











managing ones. Changes in the plaming law have been proposed that would make 
it possible to assign cbligatory tasks to the enterprises. Work is underway on 
the status of directors that would limit the functions of the sel f-managemert. 
There are also attempts to encroach on the current model of operations for the 
territorial self-goverrments that aim to subordinate their particular sections 
to the appropriate ministries. There have also been cases of violations of the 
economic laws caused by excessive delegation in many legal acts and 
contradictions among then. 


All this has made it time to change financial, price, and income policy and to 
Change the tempo and ways of implementing the new economic systen. 


[Question] But however one judges the current method of implementing the 
reform, much has been done. At least the entire legal structure of the reform 
exists. 


[Answer] I call that showing the reform on a movie screen. Economic policy 
has not drawn conclusions from the contents of the laws and has not 
implemented the economic mechanisms that are a natural consequence of these 
laws. It looks as if we did not follow up the opening shot back in 1982. 
Today that is taking its revenge on us in the form of a lack of social support 
for common economic goals. There is no consensus amon; the people that would 
ensure the dynamic development of the economy. We do have cheap 
egalitarianism on the one hand and egoism on the other. This major problem 
can only be solved by creating a social climate that will force everyone to 
innovate and expard. 


(Question) What concrete events do you see that have caused these failures? 


[Answer] Primarily, the fact that to date we have failed to overcome many 
mistaken sterectypes. One cf them is that the state constantly performs the 
function of a director of a milti-factory enterprise instead of being the 
representative of society's interests in the economy. This means practically 
that it identifies with the enterprises, which it simultaneously cannot manage 
effectively because the multi-factory enterprise is to large. Thus it is 
incapable of enforcing such laws as the law on quality or environmental 
protection. For these same reasons it follows a lenient wage policy. 


[Question] But the enterprises have had the rights and status of independent 
units for some time now. 


[Answer] And in this situation this constantly causes conflicts over 
jurisdiction, and the blurring of jurisdiction delays decisions. This causes 
another, more serious problem: the employees are losing interest in self- 
management . 


The next danger is equatiry central planning with centralized management. The 
reform speaks clearly: central planning, yes; central management, no! In my 
Opinion at the present moment, the reform must concentrate on overcoming this 
equal sign. The founding bodies should not manage, and the Supreme Chamber of 
Control should perform the state's sovereign supervision over the operations 
of the enterprises should. 





[Question] The state, the director of a mlti-factory enterprise, is one of 
the sterectypes. But you said there are others. 


[Answer] Yes. A second which is extremely important in the management of our 
economy, derives from the state's desire to use money without using the 
typical mechanisms of monetary relations. Prices are the best example, 
especially the obligatory cost model used to establish them. This leads to the 
uncritical acceptance of every price even the most irrational investments or 
the enterprises’ complete lack of interest in lowering the costs. The 
principle that the higher the costs the higher the profit is still triumphart. 


Unfortunately, another law, significantly lower costs, higher profits, cannot 
gain a foothold in our economy. Thus, the surplus in the national economy 
results to a small degree naturally from economic processes and to a large 
degree from turnover taxes. 


The absence of market mechanisms that regulate prices andi the limited amount 
of self-financing and the abundance of subsidies al! mean that the state's 


control over the price system is too great. 
[Question] Is there a way aut? 


[Answer] In my opinion, there are a few ways that should be implemented as 
quickly as possible so that the second stage of the reform can significantly 


and powerfully push our econamy toward efficiency. 


Above all, the state should broadly and forcefully proclaim and promote the 
steps to be taken in the near future. In particular, it should break with the 
current practice of being the director of the national economy ami gradually 
abandon the current price and income policy. The latter can be achieved by 
increasing the range of prices established freely. 


(Question) But since the profits will rise rapidly, this will lead to gigantic 
rises in wages. 


(Answer) This is why wages must be separated from central regulations in favor 
of basing wage increases on improvements in productivity. We should regard 
the only legitimate reason for raising wages as either an increase in profits 
and payments into the budget, or a decrease in subsidies. 


After a transitional period of price increases, this type of change should 
bring a significant decline in inflation. I realize that these operations 
would no* be popular; their application must aim only to put qualitatively new 
mechanisms into motion and not to adjust administratively the economic 
variables to the needs of the budget without changing the current system. 


In spite of opinions that this operation would lower consumption and the 
standard of living, I claim that it can only contribute to making economic 
variables more realistic and constitute an authentic impetus to increased 


productivity. Consumption would only fall if production declined. And that 
is not the point here. 





[Question] Everything you have mentioned constitutes a radical program am 
worse a program that is hard to implement. Ome must take socia! barriers into 
account, too. 


(Answer) I understard the difficulties, but in my opinion, there is no other, 
less radical way if we want to improve the health of our economy. If we lack 
the courage and discipline, we are threatened with the loss of the rest of the 
zloty's prestige. If we resign from implementing the new system, we will face 
a debilitating sloth in the newly reharnessed enterprises and still worse the 
economic alienation of the working people, who are far from engaging in 
anything, passive and deprived of any way of influencing the econay. 
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of the company occurred practically speaking during the first half of last 
year when the exchange rate of the zloty to the dollar was different. The 
Eqort Development Bank wants to comvert its capital into foreign currencies 
given its needs and the expectations of its future clients. Egerts on cur 
comvertible currency liquidity realize how ‘ifficult this operation is. 


The charter of the new bank contains several limitations. The Export 
Development Bank can employ it own and foreign zloty and convertible furds 
exclusively for export projects. The bank can grant one client 4 maximm 
credit of 10 percent of its cow capital or administrative funds on the order 
of the minister of foreign trade and other state organs. The loans can be 
given only to socialized ecormmic wits. 


To meet this goal, the Eqort Development Sank can maintain auxiliary accounts 
to service the financing and settlement of undertakings to promote @eqorts for 
which it has provided credits, accept ani make deposits, provide quarartees, 
and buy ard sell securities andi stocks. 


The Bank of Commerce will remain the bank that finances cirrent foreign trade 
transactions; the Eqoort Development Bank will be able to participate in these 
Operations to service export urdertakings that it has financed. It should be 
noted that the Export Development Bank was authorized to open ownership 
retained hard currency earnings accounts. The Export Development Bank is 
particularly interested in time deposits by holders of these M accounts. It 


In the area of export scriented investments, the Eqoort Development Bank will 
use the methods for evaluating projects used by the World Bank, UNIDO, arn 
other organizations of this type in granting credits. In predictions of cash 
flow use a discouwtt method of accourting. In many cases the investor 
will have to employ specialized firms to prepare economic and financial 
feasibility studies. One such specialized firm which the Eqport Development 
Bank can Commission is the comsulting firm Vestexmort in Warsaw, 9 Lektykarska 
st 


operations. A portion of the loan, marked for export projects, will be 
serviced by the Export Development Bank. The World Bank is extremely 
demanding and will not tolerate any deviations from its methods of preparing 





feasibility studies, financial evaluations of undertakings, or the use of bids 
in <2 coppletion of investmerts. 


The Eqort Development Bank is «sumting on the cooperation of foreign trade 
enterprises and firms with concessions in expanding the use of financial 
leasing as a way of guaranteeing its purchase credits. It is also prepared to 
use essertial ways of facilitating all transactions that aim to increase ar 
@@orts. Ina word, it will also be a bark for atypical transacticrs. 


The Export Development Bank is a new type of enterprise in Polish foreign 
trade. Every socialized economic wit can rely om its partner and use loars 
in zloty amd convertible currency for @eqoort developmert. The bank's eqerts 
will provide advice ami help. Our doors at 12 Swietokrzyska St. are open to 
all. 
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Warsaw HANDEL ZAGRANICINY in Polish No 6, Jun 86 pp 21-26 


[Article by Urszula Plowiec: "Problems of Poland's Membership in the 
International Monetary Purxi") 


[Excerpt] The review of problems associated with Poland's [possible] 
in the IMF leads to the conclusion that the advantages that can be 
Gerived by Poland therefrom can be considered in two variants: minimm and 


The variant of minimm advantages will apply if the United States causes 
tllockage of credit for Poland; the failures or slow rate of the introduction 
of a pro-trade orientation in the Polish economy will act in the same 
direction. Even in this case, however. a normalization of credit relations 
with Western partners should occur, this being important to the country's 
sociceconomic development . 


The variant of desirable advantages will apply in the opposite situation, that 
is, when credit is not blocked and the reform as well as a pro-trade Polish 


economic policy are implemented. 


In the event of the minimm variant Poland will derive -— for both external 
and domestic reasons — only indirect advantages, such as: 


—— the possibility of joining the World Bank and benefiting from its longterm 
credit (e.g., for a pro-eport orientation of certain processing subsectors) ; 


-- the possibility of participating in shipments to countries availing 
themselves of the investment programs furcied by the World Bank; 


— the possibility of periodically receiving nonreimbursable allocations of 
international currency in the form of Special Drewing Rights (SDR); 


— the possibility of receiving credit correspording to the reserve fund ard 
the first loan installment; 


-— the possibility of obtaining commercial bank credit in the United States 
(membership in the IMF waives liability to the so-called Johnson Act of -9¢é 
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which prohibites commercial banks from granting credit to countries that are 
in arrears to the United States). 


On the other hand, if the desirable variant applies, the following advantages 
can be derived in addition to the ones mentioned for the minimm variant: 


—- obtaining from the IMF credit corresponding to further installments of the 
total loan quota and perhaps also from the pool of funds for compensational 
financing of exports; 


-- lower cost of credit (7.5 percent a year as of the beginning of May 1975); 
—— monetary nature of credit, enabling Poland to utilize it as it prefers; 


-- the possibility of diversifying sources of financing and hence also 
reducing dependence on large banks and corporations; 


-—- improvement in Poland's credibility as a borrower in bank and government 
circles; 


-- the possibility that the IMF may act as a coordinator of financial 
assistance to Poland in the event that payment difficulties increase; 


-- the possibility of obtaining more easily -- owing to IMF credit and 
implementation of the program for economic recovery -- a line of bank credit 
organized by the IMF; 


-- greater ease of negotiations in the event that Poland's indebtedness will 
have to be further restructured and refinanced (e.g., commercial banks have 
refused negotiating with Brasil a longterm agreement for restructuring its 
indebtedness unless it implements an economic adjustment program coordinated 
with the IMF); 


-— greater likelihood of attracting foreign private capital for joint ventures 
inside Poland in the event that a program for structural adjustments 
coordinated with the IMF is implemented. 


It should be borne in mind that adapting the workings of the Polish econamy to 
debt-servicing and adjusting that servicing to rational dimensions is 
indispensable and must be done whether with or without assistance by the IMF. 
The consequences of failure to adapt or slowness in adapting may be much more 
perilous than adaptation to the terms posed by the IMF. For they manifest 
themselves in the form of an unavoidable economic stagnation, decline in real 
wages, and social discontent with far-reaching consequences. 


As known, exports of fuels and raw materials had already peaked in 1984, and 
their further expansion would be incommensurately capital-intensive and 
relatively ineffective. This means that the possibilities for exports paid for 
in foreign exchange will increasingly depend on exports of finished products. 
However, a rational expansion of these exports is not amenable to the 
traditional mechanisms of the command economy. Specialization in exports of 
finished products can arise only on the basis of trade reckoned in terms of 











cost-effectiveness accounting, which primarily requires rates of exchange for 
foreign currencies that assure the profitability of an overhwelming part of 
the exports of finished products, as well as abjective sales prices linked to 
price relations on the world markets. 


It can be expected that, once Poland is accepted into the IMF and credit is 
applied for, our country will face the necessity of difficult adjustments in 
the workings and structure of its economy. It is certain that the IMF will 
require another devaluation of the zloty, linkage of domestic sales prices to 
the prices paid in foreign trade, a marked curtailment of corrective 
instruments, and the elimination of many causes of inflation. The higher the 
amount of loans needed by Poland, the more far-reaching will be the terms 
stipulated by the IMF concerning also issues of reforming the operating 
methods of the economy. At the same time, it should be borne in mind that 
creating a pro-trade orientation of the economy requires reviewing not only 
the instruments for central guidance but also the entire economic policy. In 
particular, the investment policy for the current 5-year period would have to 
be revised, and the intervention of the central administration in the 
processes of ongoing guidance of the economy would have to be markedly 
curtailed. The need for such changes will reopen discussion of the nature and 
directions of the process of reforming our ;-conomy. Here mention could be made 
of the examples of Hungary or Yugoslavia, were the issue of negotiating with 
the IMF for loans is causing acute dissension in the leadership circles on the 
topic of the nature of changes in the workings of the economies of these two 
countries. 


In the case of Poland, in view of the sensitization of Western economic 
circles to our indebtedness, and also considering the unfriendly American 
legislation on IMF credit so far as Poland is concerned, it is to be expected 
that the IMF will scrupulously and very skeptically evaluate the changes in 
the workings of the economy. ‘he difficulties encountered in implementing the 
Baker Plan indicate that even countries with a like socioeconomic system that 
lie within the sphere of influence of the United States but are highly 
indebted can be granted new loans only in the event that they actually 
implement economic recovery programs coordinated with the IMF and the World 
Bank, effectively prevent the escape of private capital, pursue the policy of 
attracting foreign investment capital (e.g., by facilitating joint ventures), 
and provide govermment guarantees of commercial bank credit. This is all the 
more reason why in the case of Poland, a country with a different 
socioeconomic system which still lacks most-favored-nation status in the 
United States, no special discount rate on loans from the IM can be expected. 


FOOTNOTES 


l. Secretary of the United States Department of the Treasury James Baker 
announced at this year's session of the IMF in Seoul in October 1985 a plan 
for granting new credit totaling US$29 billion, of which US$20 billion by 
commercial banks and USS$9 billion by the World Bank, over 3 years to the 15 
most indebted developing countries. These loans would be granted on condition 
that the beneficiary countries implement structural reforms. Despite these 
rigorous requirements and absence of any special alleviation of the credit 
terms, the Baker Plan is universally regarded -- even by the Cartagena Group 


th 





countries -- as a step in the right direction and forecasting a renewal of 
credit to the most indebted countries. However, half a year after it was 
announced it still has not begun to be implemented, and such countries as 
Mexico, Brasil, and Argentina have been forced to announce a plan for 
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ECONOMIC SOCIETY REVIEWS TECH TRANSFER DECLINE 
Warsaw ZYCIE WARSZAWY in Polish No 50, 14 Dec 86 p 11 


(Unattributed article: “Stimulating Imports of Licenses: Activities of the 
Polish Economic Society") 


(Text) Poland's opportunities to participate in the international exchange of 
technology were discussed at the meeting of the Society's International 
Economic Relations Section. The immediate inspiration for the discussion was 
the preceding discussion during the seminar of the European Economic 
Commission of the United Nations, which was held at the Society in Warsaw at 
the end of October. In any case, however, it is one of the most important 
problems which must be adequately resolved if we want tc ensure the growth of 
the Polish economy. The practically complete halt in the exchange of 
technology cannot be maintained, said Prof Zbigniew Kamecki during the 
introduction to the discussion. We must have a policy of importing technology 
correlated with a policy of develorment and technical advancement. 


Despite of significant imports of licenses in the 1970's, when about 430 
production licenses were bought, licensed production never exceeded 5 percent 
of total production; in the machine-tool industry it reached 11 to 12 percent. 
At present licensed production has fallen to 2 to 3 percent. Licensed 
production also never exceeded 5 percent of Polish exports even during the fat 
years of the 1970's, which means that the purchased production licenses did 
not contribute to the expansion of the export potential of the Polish economy. 
This in brief presents the results of the Polish policy of importinc 
technology pursued until it became impossible to import technology because of 
a shortage of foreign exchange based on research done by Dr Jerzy Brost. He 
noted that in light of comparative data on the quantity of imported licenses 
our purchases in the 1970's were not excessive (as is commonly believed). The 
imported technology was improperly used. Only one-third of it was developed 
further. The economy was not prepared to use it. Japan, the FRG, France, or 
Great Britain purchase thousands of licenses annually, but their economies are 
capable of absorbing these technologies. 


Our imports of foreign technology have passed through several phases. In the 
first one, the purchases concentrated on liquidating choke points in 
production cycles. This allowed us to increase production. The second one 
aimed at purchases of licenses to achieve advancement. The purchase of the 
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Fiat license raised the demands on the production of about 400 subcontracting 
plants. The purchases during this phase, however, raised the unit cost of the 
technology, and the productivity of the purchases fell in comparison with 
those of the previous phase. 


At present, Dr Aleksander Jung stated, Poland's exports of high-technology 
products is about 0.15 percent of its total turnover on international markets, 
which including the socialist countries is $500 billion. We export 
pharmaceuticals, computer products, telecommmications equipment, and optics. 
Increasing these exports requires initiating a license policy. It seems our 
economy must have imported licenses, knowhow. We should, however, consider 
what forms of purchases we can use. Whether as in the 1970's we should use 
outright purchases or industrial cooperation. Partnerships with foreign 
capital and leases could create new import opportunities. Purchases for the 
food industry and chemicals should have priority. We should gain the 
appropriate partners for our modernization and investment plans. 
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AGRICULTURAL TRADE COMPARED UNFAVORABLY WITH WEST 


Warsaw POLITYKA (POLITYKA EKSPORT IMPORT No 1 Jan 87) in Polish No 1, 3 Jan 87 
p 18 


[Article by Andrzej Buszowski, director of Agriculture and Food Industry of 
the Institute of Business Cycles and Foreign Trade Prices: "The Myth of 
Agricultural Abundance") 


(Text) The Polagra-Agroexpo Fair '86, as last year, left many unsolved 
problems and questions. The mumber one problem is the conception of the fair, 
its style and range. 


Should it be a fair or an exhibition? If an exhibition, then what and who 
should exhibit, and what end should it serve? The intent of the organizers 
was a fair that presents the products of agriculture and the food 
available for export and the production and service support facilities behind 
them. It was also to be subordinated to import offers. 


Agriculture today cannot develop without the aid of other sectors. An 
agricultural fair should reflect this fact. Products of agriculture and the 
food industry can be an important source of convertible currency income, if 
the whole chain of interconnecting links, including a well-run system of 
support facilities including services, transportation, and refrigeration, 
exists. And this chain, practically speaking, was invisible at Polagra ‘86. 


A fair is an excellent forum for combing exhibits of agricultural products, in 
other words the results of the labor of the entire agricultural complex, with 
exhibits of machinery and equipment. On the condition that it is a conscious 
selection either of domestic or foreign exhibitors that presents the whole 
complex of the food industry and its products (against such a background our 
achievements and shortcomings will be visible). A piecemeal display of 
agricultural machinery and equipment (frequently either prototypes or 
imported) in our booths, on the other hand, is only a poor copy of the June 
Poznan International Trade Fair. 


No Host 
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Polagra '86 became a mixture of a fair, an agricultural exhibition, and floral 
exhibit and not a trade fair capable of showing the full range of export 
abilities of our food industry. 


The opaque conception of Polagra '86 only vaguely defined its host. It was 
not the Ministry of Foreign Trade, nor the Ministry of Agriculture, Forestry 
and the Food Industry. As a result the Ministry of Foreign Trade could not 
give the event a purely trade character, which suggests the assumption 
(probably unfounded) that this important sector of the economy with nearly 
one-fifth of our net convertible currency income has eluded its attention. 


An analysis of the actions of the Ministry of Agriculture, Forestry, and the 
Food Industry, however, leads to the conclusion that the fair in its present 
form is not just another way of increasing the prestige of this ministry but 
is to demonstrate the necessity of this ministry taking over the imports and 
exports of the so-called green centrals. 


The desire to develop a long-term conception of better relations between the 
operations of these centrals and the domestic food industry surely lies at the 
base of this aim by the Ministry of Agriculture. Nevertheless, the industry in 
the person of the ministry taking over the foreign trade of these enterprises 
raises the specter of the improper administration of their economic 
Operations. The experiences of the 1970's showed that the transfer of import 
and export operations to the sector representatives leads not to an increase 
of exports but to an increase in debt, reduced export efficiency, and an 
increase in incompetence in foreign trade. (This has nothing in common with, 
nor should it be mistaken for, the conduct of trade operations.) 


Once or Twice? 


Polagra '86 confirmed the opinion of many specialists that there is no point 
in organizing two annual events that display the same products. The problem 
revolv s around participation in the Poznan Trade Fair in June (a date that is 
more functional because it makes trade cffers by buyers and sellers possible) 
or in the fall fair when, practically spaking, not everything on display can 
be bought and sold. We should again calmly reconsider whether we should 
organize a separate agricultural fair in Poznan or participate in the June 
event. Personally, I prefer the second option. The backwardness of our 
agriculture and food industry in comparison with the world's most advanced 
states (thought to be about 15 to 20 years) and our huge debt make it 
improbable that the most important world exhibitors will participate on a 
large scale in our agricultural event every year. 


After 2 years the Polagra fair has taken on a characteristic style that is 
obviously governed by the goals and intentions of the western exhibitors. The 
West desires above all to sell, and Poland and its exhibitors chiefly to buy. 
Polish industrial enterprises or the food industry regard participation as the 
Chief goal of the - °** Just to gain entrance, to catch on, because that 
makes them eligible ... «istributions, brings then closer to foreign markets, 
allows direct contact, and perhaps even will produce a profit in the form of 
an exemption or subsidy from the foreign trade ministry. 
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A Doubtful Thesis 


It seems to me that the decision concerning the final shape of the 
international agricultural fair has not been made yet. Before it is, I would 
like to dispel certain myths, unrealistic opinions, am’ excess satisfaction. 


One myth that has accompanied the Poznan event for two years is the conviction 
that there is an abundance of vegetables and fruits. An evaluation of Polagra 
‘86 and the state of Polish agriculture has been given through the prism of 
this myth. It conceals the actual state of Polish agriculture and the food 
industry when compared with other countries of the East and West. 


The Ministry of Agriculture has proposed two theses for several years now. 
First, we should equalize our balance of trade with agricultural and food 

- In fact, the negative balance declined from $2.127 billion in 1981 
to 3881 million in 1982 and to $60 million in 1985. But this is not the 
result of Polish agricultural and food exports as mich as it is the result of 
a determined reduction in imports. Thus, the balancing of foreign trade with 
agricultural and food products occurred at a very low level, and it is hard to 


regard it as a complete success. 


Second, the food industry has achieved relatively the highest rate of increase 
in exports for several years. But in comparison with what starting point? If 
we examine the elasticity of export income from agriculture and food products 
or the proportion of exports in the production of agriculture and the food 
industry, there are significantly fewer reasons for satisfaction. 


Today it is hard to determine whether agriculture is standing solidly on its 
feet or whether the relatively good production results were largely the result 
of favorable weather. It appears, however, that the failure to systematically 
implement the program to develop agriculture and the food industry can soon 
undermine the view that agriculture has overcome its crisis. 


It is true that agriculture and food exports have made significant progress 
during the last 3 years. 


The domestic market is better supplied with food products. We have improved 
the diet, although we have not yet achieved the diet structure that FAO 
recommends. We have moved closer to food independence for the country, 
although that has been achieved at a very low level of foreign trade in 


agricultural and food products. 


The truth is also that agricultural imports, including production resources 
for agriculture and the food industry, have been seriously reduced, chiefly by 
administrative means. This applies chiefly to high-protein feeds. 


In implementing the program of food independence for the country, in 1981-85 
we had a negative balance of trade in agricultural and food products with the 
second payments area of $3.686 billion, and in 1982-85 the negative balance 
was $1.479 billion. From 1974 to the end of 1984 Poland was a net importer of 
agricultural and food products. 





The truth is that we remain a minor partner in world trade of agricultural 
products. Polarmd's portion in world imports fell from 1.13 percert in 1979 to 
0.53 percent in 1983, and our portion of world exports fell from 0.89 percent 
in 1979 to 0.39 percent in 1983. 


The level of Polish agricultural exports is veiy low, it is only $33 per 
inhabitant, while Hungary's is $232, or seven times as mxh. I will make no 
comparisons with Western countries, with Holland or Denmark. The current 
level of agricultural exports per inhabitant places us next to last in Burope. 
With only a couple of exception, aur portion of exports in the production of 
particular branches of our agriculture and food industry varies from zero to 4 
few percent. 


If we seriously wish to become long-term contributors to world trade in food 
and agricultural products, we must support agriculture and the food industry 
with concrete actions and not declarations. This especially applies to 
industry. The greatest threat for agricultural exports lies in the general 
weakness of the Polish economy. 
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IMPEDIMENTS TO ENTERPRISE EXPORT DEVELOPMENT VIEWED 


Warsaw POLITYKA (POLITYKA EKSPORT IMPORT supplement No 23 Dec 86) in Polish No 
49, 6 Dec 86 p 18 


[Article by Stefania Parkola: “A Concession for Troubles") 


(Text) Before 1982 the system was simple. The production plants produced 
products for export and specialist foreign trade units, nearly always 
monopolies, dealt with sales abroad. A few large producers with a significant 
share in export sales, for example Rafamet, the VIS Plant, or Befam, did have 
their own foreign trade offices. 


The economic reform altered this clear but stiff organizational pattern and 
broke the central bureau's monopoly. Since 1982 industrial enterprises, 
partnerships, cooperatives, and individual craftsmen have received concessions 
to cormuct their om indeperdent foreign trade. (Although complete monopoly of 
trade in areas deemed strategic such as coal, sulfur, copper and other basic 
raw materials ard some foodstuffs has been maintained.) 


The basic reason for these changes was to increase exports. It was assumed 
that permitting producers to engage in direct contacts with their foreign 
partners would make them more active, broaden the collection of market am 
technical information, ard permit the flexible adjustment of production to the 
Gemands and tastes of their foreign partners. These expectations were 
directed primarily toward the socialized sector since it had at its disposal 


the largest production capacity ard thus the largest capabilities. 
From 1962 to the end of July 1986 a total of 822 economic units have received 


the right to export their own goods and services. But only 74 are in the 
socialized sector. Of these, 45 are export services, primarily scientific arm 
technical, and building and assembly services, while barely 31 produce 


industrial goods. 


Enterprises that hold concessions have become the largest group in Polish 
foreign trade. there are 19 traditional foreign trade enterprises, ani there 
are 29 foreign trade partnerships in which the state treasury holds a 51l- 


percent interest. 
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Despite their larger mmbers, in 1983 (the first full year for comessions) 
the units holding concessions contributed only 2.1 percent of total Polish 
exports, in 1964, 3.2 percent, amd in 1985, 7.4 percert. 


concessions sales increase by about 50 percent during the the 
latest. There are, however, exceptions: in some plants exports have not 
risen, and others have despite holding concessions for several years not 
undertaken exports in their own name. The reasons vary: for example, the 
Polish Steamship Company has the right to sell used but 
@uring the last 2 years it has not sold any of its ships, been 
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oty in 1985, as its representatives claim; without the concession 
have had 10 perwvent of this am), the Mining and Metallurgy Acadeny 
in Krakow (a ten-fold increase to more than 16 million zloty), or the Warsaw 


Polytectnical University. 


In general then, holders of concessions are eqgoorting more. They are willing 
to invest time and effort to complete a small transaction because they 
frequently iive by them. A representative of Bistyp of Warsaw reported at 
this meeting that a colleaque from a foreign trade enterprise said that they 
will not bother for less than $10,000. In the opinion of the economic 
director of the Polam Lighting Factory in Pila and other representatives of 
industry, direct contact with foreign markets by their engineers ard technical 
personnel makes it possible to raise the technical ari aesthetic qualities of 
their products and permits flexible reaction to changes in the needs and 
tastes of their clients. Another crucial benefit is the reduction of the 
costs of turnover; supporting their am foreign trade office is ummlly two to 
three times cheaper than supporting a4 central ore. 





Despite these benefits, industrial plants are not rushing to obtain 
concessions, and a reduction of interest in this form of operation is visible 
in the nom-socialized sector of the econay. 


In 1962 immediately after the law took effect, 110 wits received comessions: 
the next year, 90; in 1964, 51; and in 1985, cnly 32. 





The lack of opportunities to export on behalf of other producers is also an 
obstacle to aggressive operations. Exbud in Kielce, which has received 


southeastern region of Poland, has broken through the previous regulations. 


the natural problems of beginners--psychological, organizational--and gain 
experience, and given the cycle of payments used in international trade, 
@uring this period there is no income yet. This period in neutral demardis 
great effort and help from their domestic partners. Mit relations, especially 
with the former central offices, are frequently far from friendly. 


Tricks and Ways 


The list of tricks assembled from the remarks of the concession holders the 
foreign trade enterprises use to mke the “egimming @gorters’ lives difficult 
is long and colorful. It ranges from giving the ministry false information 
about the plant, to sutmitting applications to prohibit the exports or even to 
withdraw the concession, to conducting a price disinformation campaign to 
Gemonstrate the producer's incompetence in negotiations, or even to creating a 
negative image of the firms among the clients or telling them that the 
concession is temporary. Unitra's conscience bears a heavy burden in its 
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SMALL HYDROELECTRIC POWER PLANT ACTIVATION BARRIERS NOTED 
Warsaw TRYBUNMA LIT in Polish 30 Dec 86 pp 1,2 


[Article by Tomasz Szymanski: “Countless Advantages, But Activation is 
Difficult” surtitled "Small Hydroelectric Power Plants") 


(Text) There is a map of Poland with more than 1,000 colored dots on it. In 
640 cases these dots dente sites were existing facilities for damming water 
can be reconstructed at relatively low expense and effort ard, following the 
installation of a turbine and generator, serve as small hydroelectric power 


plants. 


The 440 remining dots indicate convenient sites for building such plarts from 
the scratch. Thus, were all these little “current factories” marked on the map 
to begin generating electricity, the power grid would be complemented with 1 
billion kilowatt hours anally, which would serve to save about two-thinis of 
a million tons of black coal. 


Unfortunately, only 50 small hydroelectric power plants operate in this 
country. Why so few, considering their countless advantages? After all, they 
generate “current” from a free and practically infinite energy source, they do 
not pollute the environment, and the energy generated stabilizes the local 
trarmmmission network and assures indeperxience from periodic brownouts (chiefly 
owing to breakdowns) which may produce catastrophic consequences, ée.g., on 
poultry farms. In addition, the resulting impounding reservoirs stabilize 
local water cornditions. 


There is No Shortage of Those Willing 


There is no shortage of those willing to operate small hydroelectric power 
plants, because convenient terms for taking over inactive facilities have been 
created. The Bank of Food Economy grants advantageous loans on priority 
principles. The supply of needed equipment has markedly improved. Newly 
Gesigned turbines have begun to be built by the Power Industry Repair Works in 
Gdansk ard the DOZAMET in Nowa Sol. Generators, those which cannot be acquired 
from BOMISY, are manufactured by, among other plants, ELMOR in Gdansk ard EMIT 
in Zychlin near Lowicz. Modern regulators are on sale. In Gdansk operates the 
Information and Consulting Center which provides free advice to operators of 
q@mall hydroelectric power plants. A high rate, 5.50 zlotys per kilowatt hour, 
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has been fixed for vendors of power to the state transmission network. It 
Simply pays to generate electricity. 


Thus there is nothing surprising that each day Engineer Marian Hoffman of the 
Ministry of Mining and Power Industry receives five or six visitors 
representing "themselves," state farms, ail kinds of cooperatives, etc., who 
ask him where could a smali hydroelectric power plant be put into operation in 


"The central authorities have really done much to facilitate the activation of 
small ‘current factories,' M. Hoffman said. "From the formal point view there 
thus should not be any obstacles to the acquisition of inactive power plants." 


Who Is Not Interested? 


But the problem is that, as experience teaches, [not] all local authorites 
display appropriate initiative and do much to shorten the path to the “own" 
electric power plant. This is surprising considering that the electricity thus 
generated is used chiefly by the local communities and it is they too that are 
(or rather should be) most interested in the establishment of these little 
“current factories." 


Hence, in February 1985 the minister of Mining and the director of the Office 
for Environmental Protection and Water Management turned to all province 
governors with the request to be more active and grant support to persons 
desirous of utilizing inactive weirs, grain mills, etc., with the object of 
undertaking the generation of electrical energy. Because it often happens that 
the owner of the decaying property is unwilling to get rid of it any price or 
demands a fantastic price for it. Province governors were “reminded” that they 
have special funds for restoring inactive damming facilities and requested to 
streamline the granting of water-rights permits. 


This helped little, so that on 20 October a similar letter but couched in 
sharper language was dispatched to province governors by Vice Chairman of the 
Council of Ministers Jozef Koziol, who placed them under the obligation of 
reporting at year end on the measures they have taken to activate small 


hydroelectric power plants. 
It Can Be Done in Olsztyn 


M. Hoffman said, “In our judgment, much good is happening in the northern 
provinces. In Olsztyn Province, for example, the resourcefulness shown by 
local authorities and the personnel of the power station has resulted in the 
utilization of all the sites suitable for generating electricity: 12 small 
electric power plants already are active and 20 others are being built. On the 
other hand, we observe reluctance toward this idea in the southern provinces 
where the piedmont rivers are simply ideal for this purpose." 


Small hydroelectric power plants deserve every assistance. That is why the 
lack of goodwill on the part of local authorities in most provinces is 
incomprehensible. But after all this is not a question of goodwill; this is a 
question of implementing the decisions of the country's highest party and 








State bodies. After all, it has been said ami written more than ome that 
source of cheap energy (and of raw and other materials, etc., as well) 
ignored, and also that this primarily concerns local sources. The logic of 
action in a reformed economy does not allow wasting the opportunity afforded 
by small hydroelectric power plants. 
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RAIL TRANSPORT, ELECTRIFICATION RESULTS FOR 1986 
Warsaw RZECZPOSPOLITA in Polish 3-4 Jan 87 pp 1,2 


[Article by (wycz.): “Hauls Are Higher Than Planned” surtitled "The Pace of 
Railroad Electrification is Not Declining") 


{Text} (Own information) Information received by the Ministry of 
Transportation and the General Directorate of the PKP [Polish State Railroads) 
indicates that the targets of the Central Anmual Plan as regards the volume of 
rail transport in 1986 will be exceeded by 5.5 million tons, ard will be 10.8 
million tons higher than the actual volume in 1985. Atlqoether, all kinds of 
railroads (normal-gauge, narrow-gauge, and metallurgical-sulfur mining lines) 
carried in 1986 approximately 430.5 million tons of various kinds of freight. 


This is without a doubt a major accomplishment of the railroacers. Given the 
generally difficult conditions and lower-than-planned deliveries of new 
rolling stock, the performance achieved in 1986 demonstrates the effectiveness 
of the adopted development strategy of the railroads, in which priority is 
given to line electrification, modernization of marshalling yards, and 
expansion of technical ard repair facilities. 


Last year 550 kilometers of track were electrified, which is more than ever in 
the history of the PKP. The track segments released for use are for the mst 
part segments of important trunk lines. Among the principal segments opened to 
traffic mention should be made of the following: Bialystok--Kuznica 
Bialostocka (58 km), Dzialdowo--Olsztyn (83 km), Stargard Szczecinski--Runcwo 
Pomorskie (45 km), Zbaszynek--Czerwiensk (44 km), Leqnica--Ruxina Gwizdanow (19 
km), Wegliniec--Luban Slaski--Jelenia Gora (74 km), Grabowno--Krotoszyn (46 
km), Gromnik--Nowy Sacz--Marcinkowice (67 km), Zywiec---2wardon (37 kn), ani 
Raciborz--Chalupki (21 kn). 


By the erd of 1966 the length of electrified lines totaled nearly 9,500 kn, 
i.e., almost 39 percent of the overall length of the normal-gauge network. 
This indicator puts Poland in a good place in Burope: we are behind the FRG 
but ahead of, among other countries, France, Czechoslovakia, the GDR, and 
Hungary. It is worth noting that in 1960 electric traction accounted’ for only 
8.5 percent of the hauling operations of the railroads, whereas in 1970 it was 


44 percent and at present it reaches about 75 percent. 





Rail electrification yields considerable fuel savings. Were the current 
hauling work of electric traction to be performed by steam locomotives, they 
would have to burn more than 10 million tons of best-grade black coal 
ammually. This corresponds to nearly one-half of the consumption of lump coal 
for heating purposes by the entire population of this country. 


The 1986-1990 National Sociceconomic Plan provides for the electrification of 
an additiona’ 2,500 km of railroad lines. 
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STEELWORES PRODUCTION RESULTS FOR 1986 VIEWED 
Warsaw RZECZPOSPOLITA in Polish 30 Dec 86 pp 1,2 


[Article by (Ch-Kos): "Metallurgical Furnaces Are Not Banked; Countdown of 
Hours; Production Results Exceed Plan Assumptions") 


[Excerpt] "This year's plan will be fulfilled, and for some varieties of 
metallurgical products even exceeded. For we have signed with the minister of 
the metallurgy and machinery industry an agreement to produce an additional 
60,00 km of pipe," said General Director of the Ferrum Iron ami Steel Plant in 
Katowice Lucjan Kochanski. “Our calculations show that we fulfilled the plan 
106 percent. As to whether this figure will be included in the balance sheet, 
that will be decided by the customers, or more exactly by their promptness in 
paying the bills. As experience shows, it varies." 


The reports appearing almost daily on the TV newscasts to the effect that the 
Katowice Iron and Steel Plant will hire personme] for its newly rising coke- 
oven department are a tangible sign that the plant is growing. Every new 
department, every newly activated facility, means in this case the possibility 
of shutting dow its cbsolete counterpart, with all the positive consequences 
thereof. 


But before the miltiple-motor coke-oven battery produces its first coke, which 
will most likely occur in the first half of January, let us consider the 
accomplishments for the year now ering. The considerable advancement of the 
plan in the first 11 months and the production results for December indicate 
that this will be a good year for the plant. In terms of the volume of steel 
ouput, this will be the best year ever on the scale of the past 10 years. The 
Katowice Iron and Steel Plant will have produced more than 4.6 million tons of 
steel and 1.93 million tons of rolled and finished prochts. 


As of 26 December the Katowice Iron and Steel Plant, having by then fulfilled 
the targets for this year's plan, commenced operating to credit the next year 
and in that period produced 36,000 tons of needed shapes from the medium-sized 
rolling mill and about 80,000 tons of steel. 


The cutput of the Lenin Iron and Steel Combine also should markedly exceed the 
plan. Output value will be 6.7 percent than in the previous year, in 
comparable prices, ami the targets of this year's Central Anal Plan will be 





exceeded by 4 percent. In terms of tons and linear kilometers of output, the 
results also are favorable. Steel output should be 10.4 percent (500,000 tons) 
higher than in the preceding year, and coke output as much as 13.5 percent 
higher. In addition, export targets will have been fulfilled 100 percent . 


These results are, according to the General Director of the Combine Bugeniusz 
Pustowka, chiefly due to the marked increase in labor productivity, partly 
because of the ongoing decline in employment. However, the combine's 
persommel situation is slowly stabilizing. This is due to the revision of wage 
Systems arn an extensive and consistently implemented program for expanding 
housing construction. 


The reports from the three iron and steel plants leading the nation's ferrous 
metals industry sound optimistic. But has the year now ending been also as 
good production-wise for the workforces of such iron and steel plants as 
Florian and Kosciuszko -- enterprises of so-called old fobsolete} 
metallurgical industry? What will be the overall performance of the entire 
ferrous metals industry in 1986? 


This is commented upon by Jerzy Szafranski, director of the Department of Iron 
and Steel Metallurgy at the Ministry of the Metallurgy arc Machinery Industry: 
"Since the year had begun the production performance of the nation's 
metallurgical industry has been good, but this should not be interpreted to 
mean that the supplies of the most scarce metalluryical products have markedly 
improved. Good performance means that it has been better than that envisaged 
in the 1986 Central Annual Plan and specified in agreements sianed by the 
minister r metallurgy and machinery industry with metallurgical] 
enterpr } 


“There are several reasons for this. The plants avail themselves of the richts 
granted them as regartis wages by Resolution 183 of the Council of Ministers. 
This enables them to put a halt to the mass efflux of manpower cbhserved in the 
preceding years. The transfers of metallurgical materials among discrete 
enterprises have been streamlined. Complaints about coproduction are 
decreasing. Owing to recent good cooperation with the railroads. it was 
possibie to increase the stockpiles of scrap at the iron and steel plants 
All this result mn that the production performance of the iron and stee! 
industry ensues fron vValliable data, somewhat al 
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BOCONOMY POLAND 


BRIEFS 


EXCESSIVE ENERGY USE--Per unit of national income we consume on the average 
three times as much energy as in the other Buropean countries, this beingt due 
to an inefficient utilization of coal amd fuels. Certain of our technologies 
are highly materials- amd labor-intensive. This was stressed on 29 Dec 86 in 
Katowice by Vice Chairman of the Council of State Tadeusz W. Mlynczak at a 
meeting with representatives of the associations of mining ard metal lurgical- 
industry engineers and technicians. [Text) [Warsaw RZECZPOSPOLITA in Polish 30 
Dec 86 p 2) 1386 
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ECONOMY ROMANIA 


MONITORING PROGRAM OF DANUBE RADIOACTIVITY DISCUSSED 


[Editorial Report] Bucharest ICIENA in Romanian Vol 35 No 4 Oct-Dec 86 
carries an article on pages 261-266 entitled “Data on Monitoring of 
Radioactivity of Soils, Sediments and Danube Water in the Last Decade.” 

The article voresents the results of a monitoring program for health purposes 
of Danube radioactivity and of the radioactive content of sediments, 
limmologic soil, and drinking water obtained from the river. The authors 
show that in the river's water there is both a permanent and a sporadic 
radioactive content, whose amount oscillates within certain limits, which 
at the present time does not pose any acute problems of radioactive pollution. 
It is concluded that repeated monitoring of Danube radioactivity should be 
carried out, because the river water can affect the products that are used 
by approximately 5 million people in Romania. The article discusses the 
monitoring program of Danube radioactivity organized in 1973 by the 

Romanian Academy of Medical Science with the aim of determining the 

effect that this river can have on some | ,500,000 people residing in the 
areas near the river as well as approximately 5,000,000 persons who use 
products affected by the river's water. According to the article the above 
mentioned program vas incorporated after 1976 into the international program 
coordinated by the International Atomic Energy Agency in Vienna entitled 
"Radioecology of the Danube River.” The Bucharest Institute of Public 
Hygiene and Health participated in this program from 1976 to 1983, but 
Romanian laboratories which collaborated in the program carried out extensive 
studies from 1978-1982, and in the article the authors refer especially to 
these studies. The results presented in the article show the existence 

of some permanent and some sporadic radioactive content in the water, 
sediments, and river soil of the Danube, a content modified by numerous 
natural factors related to human activity. The article states that 
radiocecological processes ©! concentrating and transferring radionuclides 
can also be observed. According to the article, the radioactive content in 
potable water in the Romanian section of the Dawbe is within the normal 
limits at the present time. 
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ECONOMY YUGOSLAVIA 


RESOLUTION, NEW LAWS SEEN UNSUPPORTIVE OF FREE MARKET 
Zagreb DANAS in Serbo-Croatian 13 Jan 87 pp 17-19 
[Article by Drago Buvac: “Simulation of a Real Economy”™] 


[Text] It can and must be said of every economy in this world that it is 
real. Whether it is optimal or not, measuring at least by the criteria of 
this world, is on the other hand quite a different matter. Even the economies 
of mature socialism, incidentally, are quite real, but in them, following the 
criticism from outside, people have themselves become quite aware that this 
has been a long and painful reality of stagnation, self-deception, and ineffi- 
ciency. The recent Soviet criticism of the “Brezhnev period” is only a fresh 
recent example of this realization, but also of the ambitions that have arisen 
from it to change that reality: “Let us, comrades, be realistic.” So also 
90-percent inflation in Yugoslavia and a foreign debt amounting to $19 billion 
are the bitter side of another economy that is also real, but also ineffi- 
cient. 


This is not a play on words, but a necessary clarification of terms. Let us 
just listen in to some of the echoes of the Resolution for 1987 adopted late 
last year in the Yugoslav Assembly and the seven measures pertaining to the 
system which accompanied it. The most frequent refrain in the evaluation of 
those documents comes down to stating that we are being more resolute in mak- 
ing the transition to a “real economy.” Perhaps such empty phrases are quite 
sufficient for a beginning. It is said that in actuality even a majority of 
the delegates were not altogether clear in accounting terms as to what was be- 
ing voted on in the Assembly. And the fact that that computation of what is 
already being referred to as a minireform is truly balled up is in fact demon- 
strated by the cease fire in the traditional objection to a particular measure 
by the government- and on this occasion this ought not to be attributed exclu- 
sively to a hangover following the New Year's celebration, but truly to the 
fact that computations of its effects are entangled. The first hue and cry 
was caused by the differing interpretations of personal incomes, should they 
be frozen or not, on what basis, and under what self-management accord, which 
again was grist to the mill of those of our economic theorists who say that it 
is not income that acts as an incentive in this self-management society, but 
personal incomes. In and of itself, this is not the worst thing in the world. 
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What should in fact be the criterion for evaluation of the recent measures of 
economic policy in 1987 and the longer-term changes in the system which the 
Mikulic government has offered to the business public’? As we have already 
said, it certainly did not offer a “real economy,” to use the awkward phrase. 
Probably both the “real economists” and the government, which is sore, but 
also less, under their influence, are referring to a more optimum behavior of 
the Yugoslav economy when they use that invented term. As compared to what? 
Certainly not compared to the economies of “real socialism,” which in fact 
have themselves been reassessing this concept. The witty remark was made long 
ago that if all world economies made the change to planned regulation, . 
least ome market oasis would have to be left to serve them as a criteriv:- to 
know how real their prices were. Accordingly, in our country it is only the 
market that can be the criterion of a "real economy.” That is why in assess- 
ing the so-called sinireform it would be good to talk about whether in it and 
through it the Yugoslav economy becomes more or less market-oriented, and 
thereby more or less “real.” 


The Resolution for 1987 offers no great change of direction in this respect. 
The government has indisputably shown realism: taking into account the coun- 
try’s economic problems, it reduced by a few percentage points its first ver- 
sion of the planning indicators. Thus we can anticipate this year an economic 
growth of 3 percent, and accordingly a 2-percent rise of employment in the so- 
cialized sector and a |1.l-percent rise of labor productivity. Exports are 
supposed to go up 4.5 percent and imports 4 percent. Whether this will be 
achieved or not depends on a number of circumstances, and it need not be 
tragic at all, if there are quite drastic changes in domestic and interna- 
tional conditions for economic activity, if the numbers that show up at the 
end of the year are different. In any case, the principal characteristic of 
plans is that they are not fulfilled. Often it is even better that that be 
so. In the world economic maelstrom today it is much wore essential to bring 
about conditions in which business organizations can adapt flexibly to sudden 
changes than to cement them in with any planning targets. In and of itself 
the Resolution for 1987 does not create that kind of climate of adaptation, 
since it was done in the old accustomed way and within the confines of a 5- 
year plan extending from 19656 to 1990 which is already out-of-date. It ham- 
pered the economy with old obligations, international debts, and high costs of 
the “superstructure,” which will not be essentially diminished this year ei- 
ther, regardless of the percentages of growth planned for the Ist or 2d half 
of the year. And unless there is a cut in government expenditures in the 
broadest sense, from the opstina to the Federation, the government has no 
chance of achieving its conceptions, especially in combatting inflation and 
opening up room in which the market mechanism can maneuver as a regulator of 
economic selection. 


The Mikulic government's point of support in clearing the way for a “real 
economy” is actually that package of seven laws embodying the system, first 
and foremost the Law on Gross Income and Income. The first part of it on re- 
valuation is tc be applied right from the beginning of 1987, and the second 
part about the distribution of income beginning in the 2d half of 1987. it is 
with this law that the government has undoubtedly made its boldest move. Even 
earlier the “real economists” were warning that in practical terms the sub- 
stance of social property is being eaten up by inflation--which has not been 
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accompanied by revaluation of tixed assets and inventories. Especially since 
unrealistic computations of added value have been artificially inflating the 
income of work organizations, and then earnings are divided up out of that 
even when there is no basis for it, and it is from all this that all iorms of 
budgetary, government, and social service expenditures are met. Then the gov- 
ernment emerges once again as the savior through its banking channels in that 
it covers the economy's needs for investment in working capital and collects 
fat interest for doing so. The new hotbed of inflation leads toward a further 
Gevaluation of social property and further inflation of income. The vicicus 
cycle had to be cut somewhere, and the FEC has done this with the new Law on 
Gross Income and Income. When the true recomputation of its effects begins, 
then we will hawe the real drama of “laying cards on the table,” but also 
strong pressures from industries and regions to preserve the status quo. The 
Mikuiic government has only one weak spot in that showdown. The adsministra- 
tive regulation of the government has extended its tentacles everywhere--espe- 
cially in the price ftield--there will be justified objections to that, and it 
is that that will make the law impossible to enforce. 


The new accounting system thus suffers from one essential deficiency. This is 
still counting--this is a simulator of the market or of a “real economy"--but 
it is not the market itself. if a true market were operating in our country-- 
with its essential characteristic of coming down to the independence of the 
commodity producer to bear the risk of good and evil that follow from his de- 
cisions--then such a law, especially in its present form, would not even be 
necessary. The work organization would itself see to preserving the value of 
its tixed capital and working capital, even in the context of inflation, on 
its own it would “index it” to the growth rate of prices. That is how li is 
done in the world of market econories. 


Let us look at two examples in order to make the point of this argument sore 
vivid. First from the “small screen.” Probably owt of a feeling of duty to 
promote constructive examples in this crisis, television recently showed the 
plans of a successful garment manufacturer which does not intend to raise 
prices this year. Given the present keen competition on that market, there is 
certainly a basis for such a calculation even at a rate of inflation of 90 
percent. Sut there is one item in the calculation that is dubious. The sanu- 
facturer assumes that he will be purchasing raw materials at the old prices, 
probably even at a lower exchenge rate of the dollar. Gut when those raw sa- 
terials take the form of soney in his garments, the price he gets will not be 
able to purchase the same quantity of new raw materials for the next produc- 
tion cycle. (Unless, of course, we assume a further drop in the prices of raw 
materials on the world market as well as a drop in the exchange rate of the 
dollar.) He will actually be “disinvesting,” and if he had read Peter Drucker 
about adapting to inflation, things would be clearer to him. Let us take an- 
other case. in the new law on gross income and income the government is pro- 
tecting social property in that it prescribes minimum rates of depreciation. 
That is, it is protecting social property from the producers who themselves 
have the disposition of it(!). This is done somewhat ditferentiy in the world 
at large. Governments do not prescribe minimal rates of depreciation, but 
maximum rates. Why’ They are well aware that companies are themselves moti- 
vated to accelerate depreciation because of garket competition. The sore and 











the faster they set aside money for that purpose, the faster they wodernire, 
since this is their investment capital, and at the same time they want ¢ 
“fool” the government. If depreciation is larger, they will have a ficti- 
tiously smaller profit (but sore soney to invest). and they will pay the gov- 
ernment less taxes. Thus by prescribing the saxiaue depreciation the govern- 
ment is actually protecting itself against tax cheating, or it is gore or less 
consenting to that game when it feels a broader tational interest in acceler- 
sted gsodernization of the economy. Isn’t the behavior ir our country alto- 
gether different even in the new accounting systen’ 


Yet another digression is needed concerning this accounting system. The pre- 
scribed revaluation is still a matter of simulation of a market in the labora- 
tory. Those capital assets or inventories which do not have any great market 
value at all are revalued through it, though in any true sale on the capital 
market or gocds market they would go for a song. Social property is not pro- 
tected by fictitiously increasing their value. It would be better protected 
if those asse.s were bought cheap by someone who knew how to derive a good 
profit from thee through a new organization. It is obvious that unless the 
capital market is opened up, no kind of accounting can indicate the true value 
of our community profit, nor can it protect society against the devaluation 
that property. You can revalue an “Obrovac™ as much as you like, its true 
value is still known from what it brings and what it is worth on the market. 


Since even the first part of the accounting system can guarantee the “virgin- 
ity” of social property through revaluation, ite creators sust resort to dis- 
tribution. According to what self-managers are most interested in, it is a 
question of that disision into “two parts”: personal income from current ‘a- 
bor and then on the basis of business success. In 4 somewhat looser terminel- 
ony this would be called salary and share of the profits. That kind of syve- 
tem, which is to take effect on | July. is already settled, and the entire 
membership of the LCi and the policy positions taken by its Central Committee 
are committed to its support. Of course, a8 support goes, there will always 
be room open for differing interpretations not to sention the application 
these relations in disttibution which Save been calculated in the laboratory. 
it would be wise nevertheless to concentrate attention the extent to which 
this kind of “real economy” is aleo truly « market economy. 


It is well known from the ABC's of economics that every economy's national in- 
come produced. or added valwe in every one of its production units, breaks 
gown into three parts: wages, interest (an income paid on capital), and th» 
profit of the entrepreneur. These are the incomes of the workers, the owner 


of the capital (or land), and the businessman, respectively. in owr seif-man- 
agement systems, with social ownership, those relations are somewhat sore in- 
tertwined, but ultimately the worker, as seli-manager, gust in addition to his 
earnings for “current labor” also participate in the busineseman’s profit. it 
is gore or less possible to theorize about all of this, but simple schemes 
have always been exposed to serious objections. From that standpoint our 
“two-level” distribution of personal incomes on the basis of current labor «a 
the results of self-management is quite in order. it lacks only a fee! 


the essential thing. it is a theoretical comsetruct arrived at by secientit 
research and a ereat affinity for abetraction--and that after the fact, but 





mot as a recipe for current econceaic policy and for prescribing the future. 
After all, those relations, Marx pointed this owt long ago, are formed through 
the “spontaneous operation of the sarket.” 


It is extremely important in our country today to take note of this fine point 
of theory in view of the dogmatic schooling in political economy which not 
only the older generation, Sut also the younger one went through. If the re- 
lations in distribution are to be fixed in advance, then all the advantages of 
the market’s being real will be stifled in advance, the dynazis= of economic 
life which we need for a thorough restructuring of the economy, and it would 
include the sigration of “manpower,” or, if you like, of the “self-managers,” 
but under the economic coercion of higher or lower wages, would be blocked by 
that kind of distribution. To build invested rights to personal incomes “on 
the basis of current labor,” which the sarket does not scknowledge on such a 
low level as ours--is to offer a guarantee that the self-management systen 


will be blockaded. 


This is not theory any longer, but the living experience of the world econo- 
mies. Those which have reorganized themselves the fastest are those which 
abandoned the syndicalist gucrantees of “wage rates” and initiated a migration 
of manpower toward higher earnings. What cost the American economy the sost 
were the guaranteed high salaries of automobile workers in Detroit and stee! 
workers in Pittsburgh. if the highly developed Swedish economy has a big 
problems today, then it is the loss of competitiveness on the world market be- 
cause the trade unions have lined up in back of the principle “equal wages for 
equal work,” so that the workers in the prosperous enterprises cannot be bet~- 
ter paid than those in the lagging enterprises. 


The well-known Polish economist Oskar Lange was carried away with the theory 
of how with good econometric godels and accounts 4 planning center could actu- 
ally stimulate the aarket and free economic organizations of risk and the nui- 
sance of bothering with it. For all the progress of mathematics, economet- 
tics, and the igmeasurable capacities of computers, no one has so far managed 
to replace a true garket, and when it has been tried, then the results of the 
“real economies” have been disastrous. 


in its new current seasures and those embodying the system the Mikulic govern- 
ment has taken an important step toward a “real economy,” but not toward « 
market. Probably this is as far as it could go. Why? Secause its economic 
concept is essentially to create conditions for the functioning of the market, 
but in that effort it has been strengthening legislative regulation, not lib- 
erating market forces to dictate the conditions of the “real economy.” The 
government is sigulating the mgarket--but in its moves it is not creating it. 
Anyone who has taken a driver's test that on a sigulator you can drive a car 
safely right up to the sky, but it is altogether different on 4 real road. 
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ECONOMY YUGOSLAVIA 


MORE, UNDESIRABLE STATE INTERVENTION SEEN IN NEW LAWS 
Belgrade BORBA in Serbo-Croatian 26 Jan 87 (supplement on Systemic Laws) p 5 
[Article by Dr Dragan Veselinov] 


[Text] The deep belief that the purely normative origin of fundamental compo- 
nents of our economic system can be displaced ty the same kind of similar 
norms for the new reorganized system is still alive and well. Repetition of 
the same typical norms only contributes to their sutual reinforcement. 


The laws that have been passed about depreciation, financial rescue, and in- 
come are a part of the bookkeeping traditions of Yugoslavia and the other so- 
cialist countries: changes are being made in accounting which the government 
is ordering the economy to make, and there arc 70 fundamental changes being 
made either in the government or the economy. The character of ownership, the 
employment of labor and capital, the character of the hierarchized organiza- 
tion of work and economic policy--all of this remains in conformity with the 
inviolability of the long ago created political identity of the social system 
and its social equilibrium, which acts as a disincentive. 


Ti ese new laws, like all the laws of reorganizers, which are assigned a power 
ra.‘ng, operate below production level which brought them into being without 
touching the character of that cause that led to them, but still they split 
countless hairs over distribution. Whether they are conce: ned with central 
(!) depreciation rates, the record kept of financial rescue, or the new tech- 
niques of computing revenues. in accounting terms they repeat those arrange- 
ments which protect the inviolable “social property” and “self-management” at 
the expense of economic development. 


To Whom Has the Votive Candle Been Lit’ 


it is still difficult for us at present to understand that the future of Yugo- 
slavia does not require any kind of law embodying the system to take the place 
of the organized independent flow of the market and the interests of the 
classes of society as owners, but rather a law which would destroy all the 
laws embodying the system based on the model of a4 justified society. The all- 
inclusive legal regulation of an alternative economy is at its last gasp, and 
room is opening up for a Yugoslav socialism that would receive its content 
from the free business initiative of the enterprise, from personal and collec- 
tive ownership, from the guaranteed autonomous organization of employment 
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relations, from autonomous rights to distribution, and the proportions in ac- 
counting. A candle has been lit to regimented life as well as to the helf- 
educated political imagination of a society and its arbitrary conceit. 


The basic deficiency of these three laws consists of maintaining government 
planning of the distribution of depreciation, instead of its being done by the 
enterprise, cf using the uniform record of financial rescue to retain that en- 
tire institutional structure of “self-management” which is still the main ob- 
stacle preventing financial rescue and of using government reformulation of 
the order of steps in distribution «i revenues to emancipate production fror 
that same kind of untouched geveriment and “social service expenditure.” 


As a matter of fact, in Yugoslavia as yet there is still no new program of 
economic interests that wouid buy up all other interests, nor is there a so- 
cial force that would stand sehind that program. That is why the new laws do 
not constitute an announcement of a new policy based on an internal change of 
the forces in the government, but rather they represent maneuverings within 
the limits cf the same points of the system. This is a typical outdated so- 
cialist reorga™ ization whose success would require an impossible political ™ 
bilization of hypothetical conscious popular masses. The accounting system is 
being changed, and the relations of social groups are being changed, but not 
beyond the allowed minor sacrifices and limits of their social survival and 
the existing government-party equilibrium. This kind of change is no stronger 
than the conviction of one and the same man that he has changed when instead 
of smoking he has begun to drink. 


The Government's Illusions 


It is not a good thing to believe that the higher government depreciation 
rates will restore the value of machines which we have been eating up throug! 
excessive employment of manpower and through the low productivity of labor i: 
self-management. The forcible augmentation of depreciation must bring about 
an inflationary raising of prices and thus restore the previous proportions 
distribution. And why was there any need anyway for the government to pre- 
scribe the classes of mandatory depreciation? An end should be put to that 
kind of regulation, and it should be replaced by enterprise autonomy with re- 
spect to depreciation. 


And if the employees and social services continue to eat up the depreciat 


of the enterprise and the public services--then let it, let them eat it up, 
better now than tomorrow, when there will be still more to eat. Let the ,» 
ernment worry about enterprises and services which have strategic importancs 
to development and to external and internal security--rather than get in a 


sweat in its monstrous illusion that it knows the relationship among the de- 
preciation rates of the various sectors and branches which will be harmoniow 
for the national capital of Yugoslavia. 


Indeed even if the federal administration did know the average sector coetti- 


cients of the turnover of capital, someone wou! ive to advise it to restrais 
from thinking that it also knew all of those i: idual situations of the ax 
tual disposition as to distribution of the enterprises which are a part of 
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ECONOMY YUGOSLAVIA 


ADVANTAGES OF SMALL BUSINESS ELABORATED 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 15 Jan 87 p 8 


[Interview with Dr Milan Jeremic, economist, by Dragan Babovic: “Why We Are 
Losing $35 Billion”™] 


{Text} Dr Milan Jeremic, an economist, has attracted the public's attention 
with a number of books on economic stabilization. He is known as a vocal 
supporter of the expansion of small operations, and small business in general. 
Recently, since immediately after the end of a conference on small business 
held in Belgrade, his book “Socijalizam i mala privreda” [Socialism and 
Small Business! has provoked a great deal of interest. Some parts of this 
book, of imposing styles, simply provoke feverish reactions, such as the 
claim that we need “less parade socialise” with regard to small business, 
that monetary-credit policy supports benefits for big business, that small 
business has experienced a complete lack of success, or, for example, that 
“intellectuals are the biggest opponents of small business.” 


Ome of the book's theses, which certainly catches the eye of those who still 
write small business in quotation marks, is the claim that small business 
can contribute $35 billion to our annual savings. 


\Quvestion|) How did you arrive at this figure, which is indeed an incredible 
one considering the conditions in our country’ 


|Anewer) I should explain right away that this is a rough estimate which, 
you will see, can stand up for sany reasons. i gust first say that our 
economy would be such sore efficient if, for example, half of those employed 
in the public sector worked in large work organizations and the other half 
worked in emaller ones. Now, the number of employed in both the public and 
private sector of small business is stagnating, and one can conclude freely 
that we are talking about 4 complete lack of success in the area of develop- 
ing emall business. 


it ie sad that no one even considers the reasons which have contributed to 
the fact that only something over 5 percent of the total of employed workers 
work in emall business in our country, instead of 50 to 60 percent. 


if the conditions for doing business in the small-scale economy of the public 
sector were tmaproved to the maximum extent, a job could be provided for al! 











those unemployed persons now waiting for ome. The gross product would be 
increased by $6,000 annually for each newly employed worker. For a million 
new workers this would amount to a total of $6 billion, and in practical 
terms, we are now losing this money. 


Billions From “Little Hotels” 


If development of the family hotel business were to be made possible, we might 
be able to realize an annual income of at least $5 billion. Sut beforehand 

it is necessary to abandon completely the construction of sammoth, super- 
modern hotels for which we do not have the money. Development of the family 
hotel business, which is not based on abundant consumption, would be welcomed 
by the International Monetary Fund [IMF]. A portion of an infrastructure on 
the Adriatic for 50,000 new family hotels with 40 beds each, for example, would 
be readily financed by world banks and the IMF according to ay evaluation. 


Each bed in the family hotel business can bring in an average annual foreign 
currency income of $2,500. Each “little hotel” would realize an annual 
income of $100,000. The new boarding houses would bring additional income of 
$* billion to our country. However, there is no place in our plans for these 
kinds of quality programs. 


[Question] That's $11 billion. How do we arrive at the remaining $24 
billion? 


[Answer| The quality of our products, because of being sanufactured tn large 
assembly lines and shops, is sot at the level which would exist if products 
were sanufactured in smaller factories, as is done, let us say, in the leather, 
rubber, footwear, ready-made clothing, or furniture industries in Italy and 
Spain. 


If there were fewer economic giants and sore industrial shops with fewer 
workers, industrial production might be of a higher quality. Now, our 
country receives a price two or three times below Italy for the same quantity 
of similar products at export, and there are reasons for stating that, 
according to a rough estimate, we are losing another $6 billion because of 
this. 


Low productivity and profitability in big business are reflected in the fact 
that there is a surplus of labor working within it. The surplus is an 
enormous number of approximately three sillion workers, which, together with 
the sillion who are just waiting for a job, could be employed by smal! 
business in 40,000 factories of 10, 20, or at sost, 0 workers. One can 
assume that the gross product sight be increased by $6,000 a year per worker 
here, which would mean that the now underemployed proportion of workers in 
big business might earn $1" billion. This is an almost inconceivable amount’ 
However, the curren? siate of extensive economic ftunctioning within big 
business is less comprehensible to many. 


All of this appears to be itaprobable if examined from the perspective of 
long-term economic policy. We have always proceeded from plans tor big 
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big business, in enterprises which are huge in size and emall in efficiency 
These regulations also permit every worker, once he is employed, to be able 
to remain in the job for life without regard to results achieved. instead 
of a surplus of underemployed workers in large firms and management soving 
to small shops which can readily change their production programs according 
to the needs of the market, we obligate large labor collectives bv regula- 
tions to accept new workers permanentiy. 


Now, tor the goment, work is again proceeding on a broad action to integrat« 
the economy which stigulates the creation of new sonopolies and new benetits, 
and this at a time when conditions exist in which there are tactories with «a 
surplus of a hundred, and in some places even 4 thousand workers. The 
present discussions on changes in Communities of Associated Labor, which d 
not, so to speak, touch on the question of job sonopolization in the pubiix 
sector of the economy, are heipful to this cause. 


9548/ 13066 
CSO: 2800/1110 








POLITICS BULGARIA 


SOVIET ECONOMIST MIKULSKIY VIEWS CEMA 


AUOLI710 [Editorial Report] Sofia RABOTNICHESKO DELO in Bulgarian on 

26 February carries on page 4 a | ,000-word interview with professor 
Konstantin Mikulskiy, Doctor of Economic Sciences and deputy director of 

the Economics of the World Socialist System Institute under the USSR Academy 
of Sciences conducted “through Novosti specially for RABOTNICHESKO DELO” 

and entitled “The Development of the Socialist Community Relies on Real 

and Growing Economic Power.” 


Asked to define the value of the fraternal countries’ experience for the 
restruct ing process in the USSR, Mikulskiy confirms that “the experience 
of ovr friends is of value for us,” and quotes as an example “the issue 
of the election of economic leaders,” which “was put on the agenda 
several years ago in Bulgaria and Hungary.” 


On the question of the intensification of cooperation within CEMA, Mikulsekiy 
states that the USSR is st present formulating “a new conception of economic 
cooperation between the USSR and each CEMA sember-country” to meet the tasks 
of intensification, and that Soviet economists believe that “value categories 
should play a greater role in the socialist countries’ cooperation.” He 

also notes that the USSR has taken steps “to facilitate the internat iona! 
mobility of production resources” by various legal, organizational, and 

other measures. 


Commenting on western criticises of the changes occurring in the USSR and the 
other CEMA sember-countries, Mikulekiy aseerts that “the depth of the 
decisions of the party of Lenin, their popular support, and the activation 
of the powers of the workers are forcing our opponents in the west to 

accept the changes in the USSR as 4 stage that has really begun of steps 

if historic importance toward strengthening socialism.” in addition, 
Mikuiskiy considers that the growing economic strength of the Soviet economy 
will help the USSR to consolidate ite foreign policy posit lon: 
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POLITICS BULGARIA 


SOFIA TATTOO MARKS LIBERATION FROM TURKEY 


AUO31818 [Editorial Report] Sofia Domestic Service in Bulgarian at 

1700 on 3 March begins a 24-minute live relay from Sofia's National Assembly 
Square of a solemn silitary tattoo to mark the 109th anniversary of 
Bulgaria's liberation from the Turkish yoke. 


Reporter Gerov describes the scene of the military units drawn up on the 
square to pay respects before the Memorial to the Liberators as Colonel 
Angel Gerasimov, the commander of the tattoo, issues orders to the soldiers 
on parade. An officer is then heard congratulating the soldiers and 

young pioneers on parade on the liberation anniversary. 


Gerov notes the presence of the following leaders on the review stand 

by the Memorial to the Liberators: “Comrades Dobri Dihwrov and Disitur 
Stanishev; Yaroslav Radev, deputy chairman of the State Counc!) 

Colonel General Velko Palin, chief of the Social and Nationa! Security 
Departeent of che BCP Central Committee; Anastasiy Donchev, first secretary 
of the Sofia City BCP Committee; leaders of sociopolitical and sass 
organizations in Sofia; generals and officers of the Bulgarian People's 

Arey; Leonid Grekov, the Soviet ambassador to Bulgaria; and other officials.” 


Gerov then describes the start of review of the parading units. At 1705 
two speakers complete « solemn roll call of heroes who perished in the 
fight for liberation, including Georg! Rakoveki, Vasil Leveki, Lyuben 
Karaevelov, Khristo Botev, and gsany leseer figures. The rol! call ends 
at 1715 Gar. 


The commanders of the @ilitary unite and the leader of the ploneer det echment 
then report to the tattoo commander Col Angel Gerasigaov. At 1/19 GT 
reporter Gerov states that “the report was received by Arey General Dobri 
Dehurov, sember of the BCP Central Committee Politburo and sinirrer 

of National Defense.” Those present are then asked to knee! before the 
Memorial to the Liberators in honor of the fallen heroes. A silitary bend 
plays « solemn search. 


Gerov sennmounces the emi of the feetive tattoo at | 26 GT 








POLITICS BULCARIA 


SFRY TU OFFICIAL OROZEN INTERVIEWED 
AUO?1039 Sofia TRUD in Bulgarian 13 Feb 87 pp 1, 4 
[Voyko Tanev’s report: “Useful Exchange of Experience”! 


[Excerpts! A seminar meeting entitled “The Trade Unions and Self- 
Management,” initialed by the Central Council of the Bulgarian Trade 
Unions, began on 10 February in the city of Pirot. 


Marjan Orozgen, sember of the Presidium of the Union of SPRY Trade Unions, 
was kind enough to share his itapressions of the seminar seeting with the 
representative of TRUD: 


The meetings and talks in Pirot and Sofia were useful and they directed us 
toward new thoughts. First of all, we exchanged experience and talked 
about the role and tasks of the trade unions under self -ganagement 
conditions. We learned auch about the processes which are sow being 
implemented in the People’s Republic of Bulgaria, about self-sanagement, 
the new economic views, and the role of the trade unions not only in the 
labor collectives, but aleo within the political system. We think 

thet thie new role for the trade unions strengthens their positions in 
socialist construction. Upen our return we intend to carefully discuss 
your decisions and apply useful elements from your practice in the SFRY. 


Our talke will continwe. If mext year one of the two countries decides 
that there is « reason to seet again, we shall do just that. in any event, 
think that we suet adopt the practice of seeting at least once 4 year in 
forums such as the present ome. [| would call them business meet ings, 
precisely like thie seminar, the gain goal of which was to exchange 
experience and ideas. This is good and usetul, and it can contribute 
to the comprehensive development of relations between the two trade unions, 
and between our countries and peop ics. 


think thet et the soment there are so problems between our countries 
which hinder the consolidation of open and friendly relations. This does not 
mean that there are so probleme in general. People are people, and they 
think differently and present different theses However, | think that we 
Suet set return to the past, tet rather think sore about the proepects of 

ot relations. Don't we live together here, ‘n the Balkan Penineuis 











POLITICS BULGARIA 


BCP CC MESSAGE TO SWISS LABOR PARTY CONCRESS 
AUO9IS10 Sofia RABOTNICHESKO DELO in Bulgarian | Mar &7 p 5 


[Report on the greetings sessage of the BCP Central Committee to the 
L3th Congress of the Swiss Labor Party! 


[Text] The BCP Central Committee’s greetings message to the congress 
stresses that Bulgaria's Communists and working people show real sympathy 

for and solidarity with the consistent efforts of the Swiss Labor Party 

to defend the interests and democratic rights of the working people, 

develop the antiwar sovement, and facilitate « sore active policy om the 

part of Switzerland in support of international peace and security. The 
message expresses confidence that the 13th Congress of the Swiss Labor 

Party will give an impulse to rallying the Swies Labor Party and strengthening 
its inflwence in socio-political life. 


The @eeeage totes that we are living in « crucial and fateful time for 
sankind. The scientific-tectmical revolution end the processes of 

deep changes in the socialist and capitaliet states are characteris«t | 

of the world today. The countries of the socialist community respond 

to this challenge with a dynamic strategy of accelerating the socio-econos! 
evelopment and broadly revealing the advantages of the sew svyetes. 


The guclear efes rece, the exceptional ellitarization of the United Stat« 
amd the et®wing of the teperiaiiset forces toe transfer the arms race t 


spece ~~ these are the other determining reslities of teday’s world Faced 
by the threet of the very existence of gsankingd, the peoples, with 
total justification, mmect their asepiretions tor « lesting peace on 


security to the sew political thiaking, ection, and behavior in the 

international relations, « bright example of which ts given by the U55F 

ae ther socitailie«et wuntries The BCP amd socialiet Buigeria, t™ 

esessage reads. sake their mtritetion ¢t the general effort : blect 

the road of war and etrenathen the wenity end enmity of ection of the peace 
rina torces 


The Seeeane Sotes that the strated! ~T ee ' « Sew Guaelitetive srowt? 
economy end a! Tease of pubii life, em the beetle of the ecienti' techn 
reveiution enmd th mprehensive development of s« sliet eel! —menaegemen' 
mm « sliet democracy, worked owt amd adopted by th ch Scr ngt 


ow n stent iy Seite =Piliemented ir Bu igeria 
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SORTENT ON ZTHIVEOV SPEECH TO FATHERLAND FRONT 


AUISi226 (Editorial Report »O. iS OTECHESTVEN FRONT i= Bulgarian on 

3 Feb 196 carries on Pp 2e« » '-0-word editorial entitled “The Moet 
Bulgarian of All Organizations is Meaiting its Congress” on the meet ing 
' the Patherlend Front National Gounci! which took piace on 21 February 
ma adopted « decision to hold the th Fatherland Front Congress on 

’ May | 987. 


The editorial reports BCP centra “mittee genera. secretary Todor 
chivkov's recently published semorandus to the BCP centra! mm it tee 
politture on the CPSU Central Committee January Pienum end sleo gab: 


relteremces to chivkow's epeech at the Fatherland Froeart Wat ions un : 

which was reported in Otechestwen front on 2: Pebruary ‘refercent ° «2 

‘he editorial alec reports « paseage froe Thivkow’« eech which wa 
mteined in the « ine verec Oy the referent item it read : 
mtace Todor Thivkeov, in hie epeech. explained the * tor : md nat 

pects ' the independ ent haractet : : rgaenizat ior : aft 
miry's « Lai sphere. _ we ' the pretownmdiy dem rar at 
picaiiy Bulgarian phenomencr Linking « t he s« me ider at ior wit 

me Sature | the Paetherlend Pree Teanization. m=race toder I? : 

“76 it the goet Bu lear iar : f gar tiote. | niy bec eu : ‘ 
‘ia ; its reat mn there wa s precedent for t,. Ser niv tb au ' 
Tae.iie : St peopie. beat ‘ — : a> : , (he oo ‘ : 

Se@ocr at m— tye ‘eater (™e Suigerian people end he ‘wrt? 
feve pet them under thy —~ : : sit ns 
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Both an excess of power and a lack of it can deform and even break a 
person's spine. 


Many discussions are focusing on the prevalence of bribery, patronage and 
nepotism in general and in our health services and schools, mainly in 
higher education, in particular. I would not want to tar with the same 
brush honest physicians, just teachers or whole faculties and those who 
are trying to squeeze out what they may from their professional status. 
Nevertheless, it is a fact that any school in which such practices are 
commonplace is inflicting an unspeakable damage on our young people's 
education. 


In conjunction with our legal system it should be stressed that crime and 
its prevention are not only legal but also social and ethical issues 
because we are struggling for man, respect for law, fulfillment of one's 
duties, dignity of the socialist personality, nurturing of man's highest 
civic virtues, and high moral principles. 


If we stress that it is immoral to harangue about morality, to make a 
verbal exhi it of it, and at the same time, to act unethically, the 
legitimate question is, what do we, communists, consider normal. 


I shall answer in the negative: immoral is any individual act that hurts 
socialism, damages its integrity, and casts a shadow upon it. This 
harshly laconic simplification makes it clear how a communist and any 
honest person should act. If we turn this principle around, it may sound 
as follows: anything that helps our society accelerate its socioeconomic 
development today is moral. 


Some people may object that this concept is shallow and narrow, or that 
it smacks of pragmatism. It only seems that the sense of this idea is 
other than ethical and that it appears to go beyond all definitions of 
morality. When Lenin expressed it in a similar context, he was not at 
all concerned about the possible pragmatic use or misuse of morality for 
political purposes; he did not see morality as subordinate to politics. 
His interpretation accurately defines the innermost sense and purpose of 
morality, including its specific objective--to become a co-creator and a 
criterion of genuine humanistic social relations. Here the moral sphere 
is basically an unusually sensitive barometer and indicator of public and 
individual life. 


The principle of socialist morality is based on free choice of that 
particular alternative from a spectrum of objective options which agrees 
with that particular individual's inner personal conviction and at the 
same time, which is in harmony and conformity with the principle of the 
public code of ethics. Only then and thus it becomes ideologically and 
morally valuable. Here the role of ethical norms is not to reign over 
man, to subordinate him, and to fulfill those norms even at the cost of 
sanctions. Such regimentation is typical, for example, for Christian 
morality and its system of posthumous, otherwordly maxims and categories 
of promises and punishments which are supposed to ensure the contents 
and aims of one's discipline. 


9] 














Socialist morality demands realization of one’s social! 
responsibilities, honesty, truthfulness, conscientious work, sense 
fairness, and modesty. Alas, fcr some individuals these concepts mean 
very little. 


At this time we have the right to speak of the drama stemming fror the 
change of thinking. This drama is being played within us, and we are its 
actors. It has its principles; it demands that we give uw] 
complacent life. It is a drama of a struggle against arrogance and petty 
bourgeois manners--a struggle for modesty and collectivism that strengthens 
the authority of honest and creative work; it is a strugpie against the 
practices of liberalism and opportunism, 4 struggle with and against 
such shortcomings, which has passed thie stage of mere cultura! 
’ : 


propaganda and pontification, and of raising one's finger in warning, or 
begring almost on bended knees. 


" 
| 


organizing, 


It may be too late in the game to understand that where moral] criteria are 
subverted, the consequences and results are reflected in even preater 
bureaucracy, impudent moneygrabbing, blatant a>use of one's office, 
alienation, and cynicism. If the moral core in any individual and in aay 
collective is benumbed and deformed, consumerist views, tendencies and 
attitudes to existential values increase, and the individua inner world 
becomes impoverished. Just as pitiful is a person--especially a party 
official or economic manager--who follows only his own devices, who regards 
himself as an infallible authority, and whose ear has turned deaf to public 
opinion and to the views and experience of the working class and of the 
working people. Saltykov-Shchedrin said about such officials and economic 
managers: "“Self-righteousness may induce dreams--undoubtedly very pleasant 
ones--but also a very rude awakening.” 


Our party is the political and moral avantgarde of our soctety; therefore, 
it has the right to expect and demand from each of its members political 
constancy, firmness, strong ideological conviction, unwavering discipline 


and revolutionary creativity. In a working man's eves every communist 
must possess a noble ideolopical and moral character germane to the 


Leninist party. A communist seems to reflect the great confidence and 
authority which the party has earned by the scientific truth of its 


teaching, bu its humane struggles, its accomplishments, its incessant 
concern about the working people's needs and interests. It is not only a 
great honor but also an enormous responsibility to be a communist: the 

party which communists represent and for which thev stand is tudped by 
working people mostly by the actions and conduct of the mmunists. 
Logically this means that the party's purity, respect and authority depend 
on each of its members. Its authority is not earned by official positions, 


previous merits or mere rhetoric, but by many other characteristics, not 


the least among them the Leninist morality adopted as one's conduct or 
attitude in life. 


Party leaders do not represent only what we are but especially what we 
want to be. For that reason they must be the best among us and thus, the 











party is so persistent in stressing that a leader's moral character and 
example be the vital factor in the teaching of his subordinates. If, for 
instance, a manager rages in public against sy=ptoms of petty bourgeoisie 
and then in his place of work or in his private life acts like a “model” 
of petty bourgeoisie, he is a hundred times more dangerous than a person 
who does not sermonize, even though he knows no other values in life than 
money and material possessions. 


In this exceedingly frustrating struggle for our man's mind we want him to 
base his moral and existential values in socialist ideals and to develop 
the highest virtues of a good steward and creator of a new society. 


Although this struggle is--and will be--very difficult and demanding, we 
remain optimistic. 


Socialist morality is supremely ethical. It ennobles the working man; 

it is permeated by a profound respect for him. It strives to achieve 
crystal-pure relations among people and in personal and public life 
attitudes of comradely cooperation and mutual assistance, kindness, firm- 
ness, honesty, modesty and simplicity. 


9004/9190 
CSO: 2400/93 
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POLITICS CZECHOSLOVAKIA 


CRITICISM, OPENNESS ENCOURAGED 
Prague RUDE PRAVO in Czech 30 Dec 86 p 3 
(Article by Vaclav Pergl: "Mysterious Graduations"™] 


‘Excerpts] In the article "Mysterious Graduations” published in RUDE PRAVO 
on 5 December we referred to an event last June that was the talk of the 

town of Decin. Two coeds from the secondary vocational school of transporta- 
tion in Decin flunked their graduation exams but two days later it was 
announced that they had passed then successfully. That was due to pressures 
exerted on the board of examinrers. 


The tather of one of the girls flunked, Eng Miroslav Horejs (member of the 
PTA committee, chairman of the PTA's educational committee, and deputy 
director of the Desta Enterprise in Decin) complained to the CPCZ District 
Committee in Decin that his daughter had been discriminated against. The 
»fficials of the CPCZ District Committee found no violation of regulations 
and guidelines for examinations. The two girls had flunked the subject of 
t°ansportation, and as far as the CPC? District Committee was concerned, 
there the whole case ended. However, Eng Jo: f Kadlec, the school principal, 
ok the matter into his hands. in the presence of Eng Bartolomej Kelp, 
director of Desta Enterprise in Decin, he demanded that Eng Danuse Kvitova, 
the chairperson of the board of exeminers, review the results of student 
Horejsova's examination. The director of the Desta Enterprise supported his 
request and consequently, in ite {' al session the board of examiners changed 
the grades of both students without not ng the reason therecf in the sinutes. 


the [RUDE PRAVO) article attracted considerable interest of our readers and 
yrouwr \t us many letters whose aut»ors discussed the above-mentioned case at 
leng' 1. 


lo ever, the editors r eived al » letters with different views. Josef 

Ko hout, former principal of J.S. Saar Academic High School in Domazlice, 
ar Jiri Novotny of Decin harshly criticized the article “Mysterious 

Gr dwations.” Josef Kohout thinke that its publication in RUDE PRAVO did 
not bolster the authority of our party and of our educators. On the con- 
trary, he alieges, it inject.’ trust and doubts about such an importent: 
area as our educational syste 
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IDEOLOGICAL COOPERATION AMONG BLOC PARTIES REVIEWED 
Warsaw NOWE DOGI in Polish No 11 Nov 86 pp 5-15 


[Article by Henryk Bednarski, PZPR Certral Committee Secretary: "Ideological 
Cooperation Among the Parties of the Socialist Countries") 


(Text) The relations among the socialist countries ani fraternal parties are 
marked by diverse forms of bilatera) and miitilateral cooperation evolved over 
many years. This cooperation is reflected in the coordination of political 
actions on the international arena, manifold forms of economic cooperation, 
and concerted action on ideology and culture. In the documents of its 10th 
Congress our party stressed mightily the desire to broaden this cooperation in 
every plane of mutual relations. The PZPR Program proclaims, "An active 
cooperation in developing the community of the socialist countries and 
fortifying its strength, cohesiveness, and econcmic and defense potential is 
among the most important assumptions of our party ard tasks of Polish foreign 
policy. It is promoted by the expansion of equal and mutually advantageous 
fraternal cooperation based on Leninist principles, consolidation of unity of 
the community's actions on the international arona, broader exploitation of 
the possibilities of the socialist economic cooperation under CEMA and 
refinement of the nature and mechanisms of the socialist division of labor. 
This will be accompanied by measures to promote the rapprochement of our 
societies and improve r ‘tual respect through the expansion of cultural and 
scientific exchange and sports and tcurist contacts." 


Solid foundations for this cooperation are laid by: the uniform type of 
socioeconomic formation and political system of society; common Marxist- 
Leninist ideology; convergence of the fundamental goals of the socialist 
countries, ensuing from the class assumptions of their domestic and foreign 
policies; principles of equality, respect for national interests, mutual 
benefits and mutual] assistance; joint struggle for peace and international 
fecurity, for social progress, and respect for the sovereignty of each 
country. Of special importance to the cooperation of the fraternal parties, 
states, amd nations is the commonalty of ideological premises. It ensues from 
the theories of scientific socialism, from experience gained in all the 
socialist countries. The theory of Marxism-Leninism and the experience in real 
socialism served to formulate general] and universal laws by which all the 
parties govern themselves in the process of building the new system of 
society. Such laws include: power to the working people, with the working 
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Class holding the quiding role; the worker-peasant alliance; the guidance of 
societal development by a party of the Leninist type, armed with the ideology 
of scientific socialism; establishment and consolidation of public ownership 
of the basic means of production and, on this basis, plannid growth of the 
economy in the interest of the entire nation; materialization of the principle 
"Each according to his possibilities; to each according to his labor"; 
Gevelopment of socialist democracy; equal rights of and frieniship among ail! 
nations and nationalities; defense of accomplishments of the Revolution 
against encroachment by class enemies; unity and broad cooperation of the 
socialist countries and parties; and peaceful coexistence with countries 
having other systems of society and govermment. These laws, whic: stem from 
the very nature of socialism, are reflected in the CPSU Program and in the 
program documen’s of the communist and worker parties of other socialist 
countries. They also are stressed in the PZPR Progren. 


The experience of the last few decades has shed clearer light on the diversity 
of the world of socialism. The levels of economic development, political 
traditions, and historical aid cultural legacy of discrete countries are not 
identical. The successive stages of the development of socialism in general] 
and of each society in particular pose new tasks whose accomplishment requires 
identifying and overcoming contradictions, exploring new ways of action, ard 
combatting backwardness and conservatism. "All this,” we read in the CPSU 
Program, “requires the most vigilant attention and a well-meaning 
confrontation of viewpoints linked by genuine solidarity in order to avoid a 
substratum of divergences that might harm common interests. Of special 
importance is the coordination of measures taker cn basic issues, mutual 
friendly interest in accomplishments, thorough fulfillment of the adopted 
pledges, a profound understanding of both national and common, 
internationalist interests, in their organic mutual linkage.... All the 
socialist countries regardless of the specific features of each, and 
regardless of their level of economic growth, territorial size, and national 
and historical traditions, have the same class interests. What unites and 
fuses the socialist countries is most important ani greatly surpasses what may 
divide then." 


Despite the differences in the degree of advancement of transformations and in 
the conditions and specific methods of socialism-building, the principal aims 
and tasks in the most important domains of domestic ar! international policy, 
as formulated in the documents of the 27th CPSU Congress, the 10th PZPR 
Congress, and the congresses of other communist and worker parties of the 
countries of the socialist commmity, are similar. These countries now face 
qualitatively new tasks leading to a new and higher stage of development of 
real socialism. The specific nature of these tasks, which are characteristic 
of turning points in history at which conditions for attaining new frontiers 
of economic progress mature, require intensifying the theoretical assessment 
of both the experience gained and the anticipated prospects as wel! as 
tendencies and possibilities for action. At such moments quite a few ¢ fficult 
questions have to be answered, a new look has to be taken at many problems, 
and creative intellectual labor commensurate with the challeme of history has 
to be undertaken. At the same time, this offers a clearer view of the 
importance of close cooperation among communist parties and socialist 
countries in analyzing the experience of socialism-building, enriching program 











thought, creatively applying and at the same time developing the Marxist- 
leninist theory, and defending that theory against the peril of dogmatism an 
revisionism and against pressures of opportunism and factional isn. 


Underlying the common goals and tasks at present are two fundamental mutually 
conditioned and interrelated concepts: the first is the concept of 
accelerating the socioeconomic development. This ensues from a thorough 
analysis of the attained high level of development of the productive forces, 
progressive changes in production relations and social relations, ami the deep 
conviction that the created economic potential and human skills and resources 
can be utilized more efficiently than in the past. In Polish conditions, and 
not only in those, the concept of acceleration has also ensued from the need 
to compensate for the time lost during the crisis years, to attain an economic 
equilibrium more rapidly, and to create more resolutely the premises for a 
harmonious socioeconomic development. A joint feature of the achievements of 
the congresses of the fraternal socialist parties is the thesis of the need 
for transition from quantitative to qualitative development processes. 
Stressing the unity of ideology, politics, economics, domestic reforms, and 
innovative actions on the international arena, these congresses have outlined 
a new strategy fusing integrally economic change and scientific, technical, 
and organizational progress with an active social policy, with promotion of 
the forms and content of socialist democracy, and with improving political] 
work among the masses. 


Accelerating the development of the societies of the socialist commmity also 
poses tremendous requirements to ideological work, since it reguires 
restructuring the mode of thinking and the operating procedures of 
organizations as well as restructing the style and methods of work. It is 
precisely restructuring human mentality, breaking with routinism and 
schematism, and adapting the style of thought and action to the rapidly 
changing present-day realities that provides the key for strengthening the 
position of the forces of socialism and peace in the world. Another major task 
of ideological and propaganda-agitation work is to present expanded 
information on the nature and method of the solution of problems of the 
socialist development of each of the fraternal countries, on the 
implementation of the strategy of acceleration in the particular conditions of 
each country, and on processes of attaining qualitatively new stages of 
socialist transformaticns. 


Among the factors in an intensive development of socioeconomic acceleration 
and technical, scientific, and organizational progress a growing role is 
played by economic and scientific-technical cooperation among courtries of the 
socialist commmity, the strengthening of socialist economic integration, and 
the elevation of the socialist division of labor within CEMA to a new and 
higher level. Also worth mentioning are the siqiif.cant and essentially shared 
tasks of ideological] work. The main tasks are: dissemination of knowledge 
about the advantages of socialist economic and scientific-technical 
cooperation; identification of possibilities for mutually advantageous 
cooperation among enterprises, institutions, and worker collectives; 
popularization of optimal solutions; spurring of activism on behalf of a more 
streamlined production for export, and expansion of coproduction and 


production special ization. 
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The other fundamental and common concept in the program assumptions 
fraternal parties relates to the defense of peace as a task of the gr 
Significance to all mankind and a condition for a successful fultfilimen 
the longrange development plans of the socialist countries, for "erp! 
the great potential of the new system of society, filling the econ! 

@ue to inherited backwartiness as well as the terrible wartime devastat! 
losses -- stili dividing these countries from the economically h 
developed countries" (from the PZPR Program). 


The congresses affirmed that a cardinal goal of the socialist countri: 
their community, ensuing from the historical mission of social 
protecting the world against nuclear war, assuring a lasting peace, 
resolving debatable problems of rivalry and cooperation in ‘he econom 
culture as well as of peaceful competition. The great program for 
formulated by the CPSU and its Secretary General Mikhail Gorbacty 
supported by the fraternal parties, aims at arms limitation, detente, 
cooperation, as well as more sane international relations. This is a prow 
for reaffirming the policy of peaceful coexistence and consolidating an 
refining its principles in accordance with the realities of the modern wor! 
and the challenges cf the 2lst century. At present, it was emphasized th 
congresses, peaceful coexistence is something more than preventing war. , 
above all, a striving toward a new quality of international relations, toward 
the cooperation of two opposed systems of society in the domain of th: 
economy, technology, and culture. The new realities of the mxlear an! smecx 
age cause the confrontation of two opposed social systems in lastingly 
peaceful forms to be an abjective law of the contemporary world, on rejecting 
the idea of war as 4 means of that confrontation. 


> 


The exclusion of the miclear and laser war nowadays is 4 moct important 
problem. On the solution of that problem hinges the fate of mankind 

Vital interests of humanity also require a new approach toward othe: 
problems such as nutrition, environmental protection, peaceful util izat: 
space and of sea and ocean resources, demographic problems, and t 
conservation of known energy sources amd discovery of new ones. The need t 
resolve these universal human problems through joint emdeavor is not just a 
condition for the existence ami development of mankind. [t also is becoming t 
all countries, regardless of their system of society, a stimulus f tion 
and a factor in progress ami international cooperation. Thus, the re 

of the existence of states and nations worldwide require working 
intricate mechanism for cooperation on equal rights in the domain of pm 
economics, and culture. The PZPR Program states that the rivairy 
socialism and capitalism must be accompanied by a joint acceptanc: 

great universal challenges which nowadays neither of these system 

of overcoming alone. This also is the common position of the countric 
community. It stems from the humanistic nature of the ideology of 
and from the deepest wellsprings of our system of society. 

This historic mission of socialism also includes extensive ¢t 
ideological work. Deepening the analysis of the developmental proces» 
contemporary world, identifying the main perils as well as the terrier 
forces promoting its peaceful future, pointing to the nature of tix 











of the forces of socialism, and propagating the idea of peaceful coexistence 
and education for peace -- such are the shared tasks of the parties and 
socialist states and the great domains of their ideological work. Having 
abandoned in the early 1980's the policy of detente in their relations with 
the countries of the socialist community, the NATO countries adopted the new 
formula for a particulary aggressive anticommmism developed by R. Reagan's 
Administration, a formula linked to the striving tc change the global 
alignment of forces ari to dislodge socialism from its positions and undermine 
it from within on the basis of unprecedentedly brutal interference in the 
internal affairs of the socialist countries. 


The thorough preparations and coordinated action of the United States ami NATO 
countries against the community of the countries of socialism has led on the 
international arena to a compounding of military and ideological 
contradictions. The struggle between the two systems has more than ever 
assumed a global scale and penetrated the domain of interstate, economic, 
cultural, amd economic relations. Be it reminded that Poland in particular has 
experienced its consequences. It was precisely with our country that tue 
United States and its allies fruitlessly attempted to begin the “dismantling 
of socialism.” These plans suffered a fiasco! But official Washington refuses 
to admit it. 


The complex international sicuation enhances the importance of the durability 
anc strength of the political-defense alliance of the countries of the 
socialist Warsaw Pact and their cooperation within CEMA. Their mutual 
cohesion and economic and defense might made it possible to attain and 
mintain a military and strategic balance with the NATO courtries. This parity 
iS a Geterrent to the aggressive plans of imperialism and is 4 conmiition for 
keeping peace. All this strengthens the rank and importance of the 
essentially common indoctrination tasks in patrioctic-defense and 
intermationalist education. The turning back on the idea, spirit, and practice 
of peaceful coexistence, on advantageous cooperation, based on equal rigi*s, 
among countries with different systems of society, and the unleashing on an 
unprecedented scale of economic and propaganda aggression and psychological 
warfare, has also spotlighted the task of defending the truth about socialian 
and about peace, ummasking imperialist politics and propagarda, and resisting 
anticommunism and anti-Sovietism. This is a broad field for ideological 
cooperation among communist and worker parties and the countries of the 
socialist commumity. We must constantly e@xpiore increasingly better ami more 
effective forms suiting the needs. 


The growth of the socialist community is conditioned by the growth of both 
multilateral and bilateral relations among and between the courttrices bel.ging 
to that community. In every respect it is necessary to perceive current and 
future issues ami to act in 4 new manmmer. Life itself brings new qualities in 
the process of forming socialism. The inner development of socialism has 
reached a turning point which requires a reappraisal of many previous 
assumptions and a bold head-on coping with new problems of internal 
development as we 1] as 4 new aporoach to shaping intermatioml relations. The 
miterials of the congresses of the fraternal parties ani the documents adopted 
at sessions of the CEMA and *he Advisory Political Committee of the Member 
Countries of the Warsaw Pact have formulated on a qualitatively new level and 











on an incomparably greater scale the basic tasks of developing socialist 
cooperation and outlined more effective ways, means, forms, andi nature of 
cooperation among the countries and parties of our commmnity. The material 
foundation for strengthening their un'ty remairs the processes of economic 
integration. Let us recall that during the summit conferences (in Moscow, Jure 
1984 and November 1986) it was resolved to shift toward a qualitatively new 
Stage of comeraiimm among the economies of the fraternal countries and the 
prospects for their cooperation and mutual] assistance were expaniaid. The ideas 
and concepts adopted in Moscow were elaborated in the decisions of the 40th 
Session of CEMA, held in Warsaw in June 1985, and the 4lst Extraordinary 
Session in December 1985. The fulfillment of the comprehensive plan for 
scientific and technical progress affords opportunities for achieving a 
turnabout in the process of socialist economic integration as a factor in the 
transition of CEMA countries to the phase of intensive development and 
modernization meeting the needs of the 2lst century. 


The 1980's also brought broader political cooperation of the states and 

of the commumity within the defensive Warsaw Pact. At its session the 
Advisory Political Committee (APC) worked out the strategic directions of 
international policy -- a socialist concept of peace, based on the successive 
decisions of the APC in Praque (January 1984), Sofia (October 198%), and 
Budapest (June 1986). 


Of major importance to cooperation as a whole are the multilateral working 
meetings of the leaders of the fraternal parties, at whim problems of 
socialism-building andi of its internal and external aspects «ici comlitions are 
discussed. Such precisely was the significance of, in particular, the 
participation of highest-level party delegations from the countries of the 
Community in the 27t: CPSU Congress, and of the friemily meetings between M. 
Gorbachev and the leaders of the fraternal parties. There occur regular 
exchanges of visits among party-covermment delegations as well 4s meetings of 
Central Comittee secretaries attending to particular domains of party work. 
Then there is the day-by~iay cooperation through exchange of working grags of 
central and province committees as well as of party delegations from 
factories. A qualitative change has also taken place in direct cooperation 


among party organizations of the enterprises linked by coproduction ties 
ensuing from new economic mechaniaes. 


Forms of the cooperation anong fraternal parties and socialist countries in 
the domain of the ideological superstructure are being broadly exparcied. In 
the 1970's and the first half of the 1980's 10 conferences of Central 
Committee secretaries on this subject had been held. The agenda of the 
conference in Buchare.t (December 1985) included problems of intensifying 
political and ideological-propagarda activities in the defense of peace ani 
for international security and cooperation. An important aspect of the 
problems considered has been the propaganda and counterpropaganda on the 
question of human rights. This is becoming an increasingly important field of 
ideological struggle between the two systems: an aggressive presentation of 
personal, political, socioeconomic, social, and cultural rights has become a 
firm element of our action. 








In January 1987 the Polish United Workers’ Party will host a conference of 
central committee secretaries for international and idoological affairs who 
will discuss major problems of cooperation among socialist countries and 
parties in the light of the resolutions of fraternal party congresses, on 
especially devoting much attention to aspects of joint struggle for peace ari 
international security and the min directions of ideological and propagarxia 
activity ensuing from the present development stage of the socialist 
couttries. Directors and deputy directors of ideology departments under the 
Central committees of our parties are regularly meeting to exchange @gericxe 
in particular domains of party work and discuss the implementation of the 
Gecisions made at conferences of central committee secretaries. Another 
regular form is the periodic meetings of ministers of science, ahication, ani 
culture, dealing with major problems of the activities of the socialist 
couttries relating to the superstructure. 


Since the early 1980's specialized conferences and meetings have been 
organized. For example, in February 1983 in Prague, a confererce of eiitors- 
in-chief of the leading theoretical and political periodicals resolved to 
organize conferences on theory and discussions of important current issues. In 
this respect, NOWE OROGI, inter alia, has been markedly active. There are 
requiar meetings of directors of party publishing houses (recently in Warsaw 
in October 1986). In addition, meetings of the senior editors of informtive 
periodicals for the party aktiv have been inaugurated. 


The devnlopment of ideological covperation is also assisted by the ramified 
bilateral contacts of party echelons -- by exchanges of working groups 
studying the experience of fraternal parties, exchanges of lecturers, and 
Cooperation between regular and higher party schools. Thus, e.g., in 1986 the 
PZPR Central Committee dispatched 35 lecturers to other countries and welcomed 
37 from them: a similar exchange is combucted by cooperating voivodship party 
Committees. The bilateral exchange of journalists has encompassed more than 
1,500 persons. We value highly the possibility of assiqning several trdired 
PZPR activists armually for studies and temporary seminars to [foreign) higher 
party schools, especially those of the CPSU. 


An important role in the joint ideological-propagamia activity of the parties 
and socialist countries has been played by celebrations of historic 
am@miversaries, ami chiefly of the defeat of fascia in World War II, ami also 
the 40th anniversary of people's power in Poland and of the formation of 
people's govermments in Romania, Bulgaria, Hungary, and Czechoslovakia, as 
well as the  s5th amiversary of the founding of the German socialist state of 
workers and peasants, the 60th anniverary of establishment of the Mongol in 
People's Republic, the 35th anniversary of the Cowrxil for Economic Mutual 
Assistance, and the 30th anniversary of the Warsaw Pact organization. 
Celebrations of the defeat of Hitlerite fascism and Japanese militarism 
provide an occasion for reflections ~ the causes of world War II. They serve 
to stress the decisive role of the USSR in the fight to save mankind, ani they 
are a vehicle for popularizing the peaceful policy of socialism and 
strengthening the str.ving to create a great coalition for peace in the 


contemporary world. 








In the whole of the ideological cooperation «cong the comemist parties ani 
socialist countries a special place is played by the social sciences. Uniting 
the efforts of scientists in the socialist countries promotes a deeper ox 
broader research into cccurrences amd probless of interest to us. Arrivirs at 
the truth by means of polemics, discussion, and creative exchange of 
experience should dislodge the occasional superficial declarativeness and 
onesidedness of appraisals as well as obsolete stereotypes of thinking <n! 
conservatiss of conduct, as emphasized by the congresses of the fratern! 
parties. The docments of the 27th CPSU Congress declare that the attention of 
the social sciences should be focused on investigating and broadly analyzing 
the course of world history, the formation of a new society in the socialist 
countries, the dialectics of productive forces and relations between the 
material and intellectual spheres of production under socialism, the laws 
governing the evolution of the commmist social order, ani the ways an! near 
of gradual transition to a higher stage of that order. Scientific analysis of 
the cbjective contradictions of the socialist society is another urgent task 
of the social scierces at the present stage of their development. The course 
of world history confronts mankind with quite a few global-scale problems. 
Scientific thought should provide valid and realistic answers to thes 


problems. 


The social sciences investigating the paths an! determining the comlitiors of 
social development and playing an unquestioned role in the formative process 
of social awareness, must be credible; there should be no mere apperances of 
scientific work, and honest research and assessments should not be substituted 
with a priori judgments and opinions. The vitality of Marxism-Leninism is 
proved by the bold tackling and study of contemporary problems. A faithful! 
utilization of its accomplishments means a creative style of action and 
requires both continued new reading of Marxist-leninist classics ari readin: 
of bold present-day studies. The PZPR Program states, "The social and 
tagnanistic sciences will fulfill their tasks properly if the analysis of the 
principles and achievements of socialism is accompanied by penetrating, 
critical, and broad studies of the reality, open discussions, creativ: 
explorations, ani cognitive courage.” The development and contributions of the 
social sciences in the socialist courtries largely depersi on the integraticr 
of their efforts, on the focusing of attention on the principal problems of 
the sociceconomic development of the entire socialist community, and henc 
also on strenjthening the cooperation among the theoreticians of the fraterral 
parties. This is reflected in the growing cooperation between the P7Pr 
Academy of Social Sciences ard the research centers of the CPSU ani ami other 
fraternal parties in the socialist coumtries. They have concluded agree=ernts 
for exchange of academic persommel, initiation of joint studies, exchange of 
research ami teaching experience, ami education of students. 


A new form of exchange of experience is the meetings of the rectors of the 
academies of social sciences and higher party schools. In O-tober 1986 in 
Warsaw the first such meeting was held, being attended by rectors from a 
majority of the world’s socialist countries. Bilateral contacts and 
multilateral cooperation in social studies by the academies of sciences of the 
socialist countries are developing successfully. The multilateral cooperation 
is based on Marxist-Leninist theory and incorporated in joinly drafted 











programs. The present program was confirmed in May 1986 in Havara. The plats 
for implementing it during 1986-1990 comprise more than 100 topics and 
targeted research projects divided into 12 min directions, namely: 


— laws of the economic development and refinement of socialism; 


— social transformations of the socialist society. The political systes of 
socialism. Status and developmental trends of the intellectual domain of 
societal life; 


— history of the Great October. Lews governing the rise and development of 
the world socialist system: 


- world revolutionary process ard the international worker 
movement ; 


-- the world capitalist economy in the present stage: main tendencies and 
contradictions; 


-- sociceconomic processes in the developing countries and the national- 
liberation movement; 


— ideological struggle in the modern world; 


-- creative development and application of the Marxist-Leninist theory to 
research into problems of the social sciences and of practice: 


— problems of the struggle for peace and disarmament; 

-- patterns of the development of world literature: 

— problems of global ard regicral historical and cultural development: 
-— problems of scientific information on the social scierces. 


Participating in these studies are departments of academies of sciences, party 
research institutes, departments of higher etbicational institutions, etc. Om 
the Polish side most of the research centers dealing with social ‘iences 
participate to 4 varying extent in the above program. For example, the PZFR 
Academy of Social Sciences participates in the work on 44 topics ami research 

; the Polish Institute for international Affairs, 5; and the Military 
Political Academy, the Institute for National Economy of the Planning 
Commission under the Council of Ministers, and the SGPIS ‘Main School of 
Plaming and Statistics) and other higher educational institutions, 1-2 topics 
or research projects each. Within the PAN [Polish Academy of Sciences) the 
following institutes participate extensively in this multilateral cooperation: 
the Institute of Philosophy and Sociology, which coordinates on an 
international scale the program for research in “Social Processes in the 
Socialist Society"; and the institutes of: Economic Sciences, Institutional 
Research, Socialist Countries, State and Law, Slavianistics, Literary 
Research, amd History of Material Culture. 
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The overall program provides for, among other things, organizing scientific 
conferences on selected topics and the work of “schools of young scientists" 
on philosophy, economics, and sociology, the preparation and publication of 
collections of studies and monographs, etc. Many will deal with the most 
crucial problems, such as the socioeconomic problems of accelerating science 
and technology progress, improvements in national-economic planning and 
economic mechanisms, expansion of economic and scientific-technical 
cooperation, and socialist economic integration. The examples cited 
demonstrate that multilateral cooperation plays a significant role in 
integrating the Marxist milieux in this country and unifying their efforts, 
while at the same time serving to examine the problems of the PRL [People's 
Republic of Poland] against the background of the experiences of societal life 
in the other socialist countries. 


The development of scientific cooperation and its extension to the education 
of university students and young instructional personnel are promoted by the 
cooperation of higher educational institutions. Polish higher schools develop 
this cooperation on the basis of agreements concluded with, among others, 37 
Soviet, 35 Czechoslovak, 27 Bulgarian, and 25 Hungerian institutions of higher 
education. The extensive scientific and educational cooperation between Polish 
and GDR higher educational institutions is based on 110 agreements covering a 
majority of these institutions in both countries. Each year we send to the 
higher educational institutions of the fraternal countries about 550 
undergraduates, 200 graduate students, and 500 instructors of various academic 
rank. Many students and young instructors from these countries attend Polish 
institutions of higher education. 


The resolutions of the congresses of the fraternal countries have provided a 
new impetus for broader cultural cooperation. This is based on both the common 
hierarchy of ideological, moral, and aesthetic values and the principles of 
reciprocity and respect for the principles of the cultural policies of these 
countries. Broad and multilateral cooperation is facilitated by similar 
organizational-structural solutions. It occurs in various forms and on many 
tracks, and it is based on longrange intergovernmental plans and agreements 
(central cooperation) as well as on shortterm agreements among sister 
provinces, societies, art institutions, etc. (decentralized cooperation). This 
concerns bilateral cooperation and international projects of artistic as well 
as theoretical, consultative, methodological, and commercial nature, which 
comprise exchange of cultural creators, artists, and activists and the so- 
called permanent promotion of culture and art. It is to be noted with 
gratification that, following some decline due to the difficult political 
situation during 1984-1986, the level of cultural cooperation between Poland 
and the other socialist countries has risen in all domains. Noteworthy is the 
regular artistic exchange, the contacts among cultural creators, the 
cooperation among theatres, museums, libraries, and art schools, and also the 
active related cooperation of border provinces and districts. 


Of major importance is the convening of Days of Polish Culture in the 
socialist countries and days of culture of the fraternal socialist countries 
in Poland. For example, during the Days of Soviet Culture in Poland 174 shows 
and exhibitions were held, along with about 50 meetings and performances in 
factories and cultural institutions by more than 600 Soviet artists and 
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creators and activists of culture. Soviet and Russian repertoire is hosted 
more frequently in theatres, music institutions, and cinemas. The days of 
culture of our neighbors from Czechoslovakia and the GDR alco were rich. The 
spectacles, concerts, ami performances were not only a major artistic success 
but a significant political fact. Just as rich amd extensive was the program 
for Days of Polish Culture celebrated in the USSR and other socialist 
countries. Of basic value also are, in addition to meetings on theory and 
consultative meetings, the artistic spectacles and entertainment, often 
already an established tradition (e.g., the Festival of Songs of the Socialist 
Countries in the GDR, the Triennale of Realistic Painting in Bulgaria), as 
well as commercial projects (e.g., the INTERART Art Fair of the Socialist 
Countries in Poland). Another plane of cooperation is the exchange, on 
commercial principles, of artistic ensembles and soloists, the exports and 
imports of works of art, books, musical instrmments, music notes, IP records 
and music tapes, films, etc. 


Important tasks in stimulating intellectual movement and creativity linked to 
the development strategy of our parties and countries currently face 
publishing policies and editors. We have published mass editions of the basic 
documents of the 27th CPSU Congress. Work continues on publishing the 
materials of the congresses of the other fraternal parties and selections from 
the texts of speeches by their leaders. Noteworthy also is the cooperation 
between Ksiazka i Wiedza Publishing House and Progress, the Soviet publishing 
house. In accordance with the signed agreement, a Polish-language edition of 
V. I. Lenin's “Collected Works” is being published jointly. By the year 1990, 
that is, by the 120th anniversary of birth of the leader of the Great 
Socialist October Revolution, 55 volumes are to be published. So far 19 have 
already been published. In cooperation with Progress a series of popular 
selections of the writings and speeches of V. I. Lenin also is being 
publ ished. 


In recent years the mmber of publications printed in close cooperation among 
the publishing houses of Poland, the USSR, and other socialist countries, has 
increased markedly. For example, in 1985 the volume of translations of 
writings from the socialist countries increased by more than 10 percent, andi 
the number of copies published, to 9 from 7 million. The increase in 
translations of Soviet writings amounts to 16 percent in terms of the number 
of titles published and 53 percent in terms of the mmber of aggregate copies 
(4,186,000 copies in 1984 and 6,415,000 copies in 1985). Joint publishing 
series are under way, such as "Krytyka ideologii burzuazyjnej i rewizjonizru" 
[Criticism of Bourgeois Ideology and Revisionism], “Ludzkosc u progu XXl 
wieku" (Mankind at the Threshold of the 21st Century], and “Realny socjalizm: 
teoria i praktyka” [Real Socialism: Theory and Practice). In 1987 falls due 
the 70th anniversary of the Great October Socialist Revolution. A special 
publication program comprising about 100 titles from various domains of 
literature, grouped into several thematic series, has been prepared to 
celebrate this great event. 


. 


The above sketch of the ideological cooperation among the commumist parties of 
the socialist countries does not exhaust the whole of shared tasks of 
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developing the theory of scientific socialism, refining the methods of 
socialism-building, enriching the intellectual life of societies, amd shaping 
sociaiist awareness. Both in these and in all the other domains the 
cooperation among socialist countries results in, as stated at the 27th CPSU 
Congress, “not mere summation but multiplication of our potential and provides 
a stimulus for accelerating joint march forward.“ In order to exploit the 
potential possibilities fully, it is necessary to pertinaciocusly explore ways 
of more efficient replacement of outlived forms with their new counterparts 
better suiting contemporary conditions and needs, and develop more effective 
instruments for accomplishing new and umusually complex tasks. 


A broader road toward a higher quality of cooperation, toward a more 
harmonious linkage of shared tasks with a profourd understanding of national 
interests and conditions, is opened by the resolutions of the 27th CPSU 
Congress, the 10th PZPR Congress, and the congresses of the other fraternal 
parties. They are of tremendous importance tc strengthening the socialist 
community, accomplishing portentous tasks of accelerating socioeconomic 
development, and fighting for a peaceful and just solution of the global 


problems of the present-day era. 
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OUTLINE OF 1986 POLISH, SOVIET ECONOMIC COOPERATION 
Warsaw NOWE DROGI in Polish No 11, Nov 86 pp 16-24 


[Article by Wladyslaw Gwiazda, Deputy Cha_rman, Council of Ministers: "Status 
and Development Directions of Polish-Soviet Economic Cooperation") 


{Text} Polish-Soviet economic cooperation is invariably a furcamental premise 
of our politics. It is a logical consequence of the brotherhood of arms during 
World War II and the ideological commonalty and unity of qoals accepted by aur 
countries in the proces: of building a modern socialist society. It also is a 
logical consequence cf their close alliance and unity in striving for a 
lasting peace and corciitions of full international security. 


Economic cooperation between the PRL [People's Republic of Poland) and the 
USSR is favored by their geographical proximity, which facilitates trade ani 
direct contacts, both institutional and interpersonal. It also is favored by 
natural conditions, including the complementary nature of the raw material 
resources of both countries, even when allowance is made for the considerable 
differences in their scale, ensuing from the vastness of the territury of the 
Soviet Union compared with Poland's territory. 


Our mutual relations are clearly marked by a kind of positive feedback; the 
increasingly broad and extensive cooperation promotes its further develop 
and causes both partners to need each other more arm! more. For its advanta 
to both are steadily growing. 


Nearly a year ago the Chairman of the PRL Council of Ministers Comrade 
Zbigniew Messner presented in the article “"Polish-Soviet Cooperation as an 
Important FActor in the Growth of Socialist Poland” a picture of the mitual 
relations between our countries and the prospects for their deveiopment in the 
light of the decisions made during the meeting between the First Secretary of 
the PZPR Central Committee and the Secretary General of the CPSU Central 

and in the course of the Moscow summit meeting of the 
CEMA countries in the same year. He also discussed the basic assumptions of 
the “Longterm Program for Economic and Scientific-Technical Cooperation 
Between the PRL and the USSR Until the Year 2000," a document outlining 
qualitatively new directions of our cooperation and the steps already taken to 
implement it. 
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The great political events of 1986 -- the 27th CPSU Congress of the Commmist 
Party of the Soviet Union ami the 10th Congress of the Polish United Workers’ 
Party -- demonstrated the validity of the adopted strategy of mutual 
cooperation. It should primarily promote the fulfillment of tasks of 
modernizing and streamlining the economy and accelerating progress. The 
resolution of the the 27th CPSU Congress, accepting the decisions of the 
plenary session of the CPSU Central Committee in April 1986, placed all the 
party organizations and state, economic amd social organizations of the Soviet 
Union under the obligation of scrupulously implementing the premises for 
shifting the national economy onto the path of intensive development. That 
resolution states, “At all levels, attention should be shifted from 
quantitative indicators to quality and effectiveness, from intermediate to 
final results, from the expansion of raw-material and fuel resources to their 
improved utilization, to an accelerated development of science-intensive 
subsectors." In this commection, the resolution points to the importance of an 
increasingly active cooperation amor the socialist countries, which provides 
a stimilus for accelerating general progress." 


Similar tasks were posed to Poland's economy by the 10th PZPR Congress. "The 
Program of the Polish United Workers’ Party’ voted by that congress states, 
“The party has unequivocally declarec itself in favor of mobilizing all social 
forces for intensive development and improvements in efficiency of 
management.” The program also states, “The crucial role of exports must become 
a fundamental criterion for selecting tasks of science and technology progress 
and for production and investment decisions." It stresses that the 
intensification of economic and scientific-technical cooperation with the 
socialist countries and the expansion of economic integration within CEMA 
afford a great opportunity to our development strategy and are a4 major element 
thereof. The program further states, “The greatest ani most important partner 
of Poland is the Soviet Union. In cooperation with Soviet science and 
technology the production of electronic equipment, energy- and materials- 
conserving machinery, highly productive materials, flexible manufacturing 
systems, and robots, so important to modernizing the economy, will be 
developed. Exports to the Soviet Union will be a major factor in the 
specialization of the Polish economy. Shipments of Soviet raw materials, 
investment goods, and consumer goois will be of tremendous importance." ‘The 
PZPR Procram ermvisages that by the year 2000 national income will increase by 
at least 75 percent. At the same time, it poses as a difficult but feasible 
target the doubling of the share of our exports in national income by the emu 
of the century. This means that during the last 15 years of the present 
century we should increase the volume of our exports by a factor of about 1.5. 


Such an expansion of the volume of exports my seem an extremely difficult 
task. But it should be borne in mind that the share of foreign trade in our 
economic activities is relatively low. In 1985 exports accounted for 8.7 
percent of our gross national product, amd imports 7.7 percent. Exports to the 
Soviet Union accounted for less than 2.5 percent, and imports from the Sovict 
Union a little more than 2.6 percent. In view of these figures the question 
arises, why do we attach such great importance to trade with the Soviet Union? 
The answer is that this is due to the strategic role of mutual deliveries to 








our economy, which is incommensurately greater than their relative volume. 
According to 1985 statistics, the Soviet Union provided us with 100 pervert of 
our imports of gas, 94 percent of crude petroleum, 65 percent of petroleum 
products, and 62 percent of cotton, that is, with raw materials and products 
of basic importance to our chemical industry, transportation, and agriculture. 


At the same time, imports from the Soviet Union complement our market with 
consumer goods for which there exists considerable unsatisfied demand. For 
example, in 1985 imports of Soviet television sets accounted for 28 percent of 
the market supply in Poland, automatic washing and drying machines 11 pervert, 
and refrigerators, 53 pervert. 


In the structure of our imports from the Soviet Union fuels and energy 
accounted for about 53 percent; products of the electrical machinery industry, 
shout 28 percent; metallurgical products, about 9 percent; other industrial 
products, about 9 percent; and agricultural products, about 1 percent. In 
turn, in cur exports to the Soviet Union, fuels and energy accounted for about 
10 percent; products of the electrical machinery industry, 61 percert; 
hemicals, 10 percent; lLight-industry products, about 7 percent; constnxticn 
services, 2 percent; agricultural products -- chiefly rye (bartered for 
wheat), apples, seeds, ami onions, about 2 percent; and other prockkcts, abot 
) percent. A special role in this trade is played by deliveries of coproduce 
wei specialized products. Given the regular cconamic relations based on mitua! 
trost of partners, they make it possible to exploit all the advantages ensuin; 
fr the concentra’ion of research and application efforts and exchange of 
technical thought, as well as from the development of large-scale prodkction 
lapted to the logic of production processes and not limited by domestic 
lomarr?. 


The trust referred to above is an absolute prerequisite for good coprodxction 
operation. The drastic decline, and in some cases even total halting, of 
“roduoction at many Polish factories during 1981-1982 was a direct conmpequene 
the dependence of final manufacturing »rocesses at these factories on 
metimes quantitatively trivial and inexpensive but technologically crwmial 
pments of coproduction components, parts, and subassemblies from the 
*alist countries which, for political reasons, had applied to us sanctias 

3 that period. The cood ex-erience in coproduction cooperation with 

viet enterprises even during tat most difficult period of 1981-1982 in 


md, as reflected in, ir*er a) 4, ipper*s that were even increased above 

the oricinal targets, provided concrete proof that our trust in the Soviet 

irteer is fully justified, that it constitutes a lasting foundation of the 
ve opment policy of cur intermtiocm] coo eration and trade. 

. 

srmptions of th 19% * National Seclosconamic Plan, which aliow for 

foals outlined by the 10.nh PPR Congress and submitted for public 

tation, outline the *asks for ¢t next few years. Pursuant to the 

ions of the “Party Progra export ability should increase anil export 

ume should grow already wit! the aurront 5-year period. These asmrptions 

visage a 2/-percent incr n exnor ' 1990, along with a 60-percent 


ncrease in exports to the Soviet Union ne. In effect, exports to the 








Soviet Union in 1990 should account for 36 percent of total Polish exports; 
exports to the other CEMA countries, about 17 percent; and exports to the 
countries of the so-called Second Payment Area, that is, countries with which 
we clear accounts in convertible currenies, about 47 percent. 


imports from the Soviet Union will increase by 
the 5-year pericd will balance our mutual trade. 

This means that the credit for imports of producer goods ami consumer goads, 

made ~vailable to Poland by the Soviet Union during the difficult periad of 

the ~ *i be 

The 


repaid only after 1990. 
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? change somewhat; machinery and 
egiipment gggwill acount for about 63 percent of the value of cur eqoorts, and 
fuels and raw materials, 16 percent. In cur imports from the USSR, the share 


It is expected that throughout the 5-year period deliveries of Soviet crude 
petroleum will be maintained at the 1985 level. This is due to the 


increasingly difficult conditions of its extraction in the Soviet Union. 
Similarly, *he increasingly difficult conditions of black coal extraction in 
Poland are creating a practically insur untable barrier to further growth of 
extraction, and hence also to increasing the exports of black coal. This 
demonstrates the vital importance to not only the Soviet Union but also Poland 
of the directive, contained in the resolution of the 27th CPSU Congress, for 
shifting focus from the development of fuel and energy resources to their 
better and more efficient utilization. 


The planned growth rate of our exports for the present ‘S-year periad allows 
for the real possibilities of the econamy, on assuming that by 1990 we shall 


have finally overcome the consequences of the socioeconomic crisis of the 
early 1980's. It should be borne in mind, however, that as ensuing from the 
“Program of the Polish United Workers’ Party,” the goals of expanding exports 

the last decade a marked acceleration 
of their growth rate. Accomplishing these goals and miintaining in our exports 
a high proportion of exports to the Soviet Union will require not only 
for export but also multiplying 


ined 
our present export production as well as radical qimlitative cGunges. This is 
closely linked to the huge modernizing effort now under way in the Soviet 


Union. "This resolute exphasis on quality and modernity means not only that the 

Soviets’ requirements to be met by our production will be tightened but also 

that Soviet enterprises will apply more exacting standards to suppliers of 
mAANS 


machinery, equipment, amd procucer goods. This also tighter requirements 
for the suppliers of consumer qocds. 
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It is becoming necessary to make Polish goods more efficient ari re’ iable and 
improve their quality. These conditions must be met to justify demanding a 
favorable evaluation of the goods supplied. What is more, uniess they are met, 
it may turn out that nothing can be sold. This is of course a task not only 
for our producers but also for the entire reseach and technology base of 
production. It is imperative for goods bearing the marking "Made in Polar” to 
be again a symbol] of good quality. This applies of course to our entire 
exports and also to production for the domestic market. It can be hoped that 




















the tightened and steadily growing requirements for exports will contribute to 
improving the general quality level of our production and hence also to 
eliminating yet ancther residue of the crisis. 


The need to expand exports also means a need to explore new possibilities for 
exports, to develop the initietives already umiertaken. An interesting example 
of the effects of a well-condiucted trade operation is the recently conclude 
agreement for a steady increase in the shipments of fresh andi processed fruits 
and vegetables to the Soviet Union during 1986-2000. This requires a 
Commensurate expansion of the transport infrastructure, with allowance for all 
kinds of transport — rail, soa, road, and air -—- and a corresponding storage 
system. Thus this requires cooperation among not only the concerned production 
end trade organizations but also their bases. The outlays made by these 
GO ganizations will, however, of a certainty pay off to both parties. 


Trade is the greatest and at the same time most traditional form of econamic 
cooperation between Poland and the Soviet Union. It will of course be 
But other, flexible forms of cooperation acquire a 
growing importance. A strong impetus for their development and revival has 
been the aforementioned “Longrange Program for Develop.ng Economic and 
Scientific-Technical Cooperation Between the Polish People's Yepublic and the 
Union of Soviet Socialist Republics Until the Year 2000." One of the first 
documents spelling out in detail tasks ensuing from that program was the 
Polish-Soviet Program for Technological Progress Until 2000, signed in 
September 1985. Polish-Soviet cooperation in science and technology has been 
under way ever since the beginnings of existence of People's Pollan’. Many 
Polish enterprises were established with technical assistance from Soviet 
scientists and engineers. This applies to many branches and subsectors of 
industry: iron and steel] industry, aviation and autometive industries, machine 
tools amd precisicn: instruments industries, shipyard industry, and large-scale 
Chemical industry. 


But in order to accelerate the modernization of the economies of both 
countries it is necessary to radically expand the scope and effectiveness of 
scientific and technical cooperation. This should extend to entire domains of 
production on which hinges progress in the quality of life and level of 
management on the national scale. 


In accordance with the major priorities, the program for technological 
progress focuses on seven priority fields of basic importance to both 
countries, which will be the subject of broad cooperation between Polish and 
Soviet laboratories, design and technology bureaus, and production 
organizations. These fields are: 


-— the electronicization of the national economy, with broad allowance for 
computerization; 


— comprehensive autamation of production, including its roboticization; 





-- improved satisfaction of needs for energy and fuels, including nuclear 
power; 


-- new materials with ma ny Aa wall ‘rere unattainable properties, and 
technologies for marufacturing then 


— broadly conceived bictechnology, with allowance for genetic engineering, 
and its application to the needs of the food industry, medicine, and 


emvirormental protection; 


-- development of machinery industry, including new technologies and new 
products ; 


-—- development of the production of high-quality consumer goods. 


In each of these fields specific programs for cooperation have been adopted. 
These programs comprise: problems to be solved, final goals, and division of 
tasks among the cooperating organizations. The structure of these programs 
was prepared in a manner ensuring the most effective course of research, 
develo-ment, and application work and affording the greatest 1 ikel ihood of 
attaining the postulated practical goals. As for these goals, they meet the 
principal needs of the economies of both countries, ensuing from the adopted 
strategy of modernization. This bilateral Polish-Soviet program for 
technological progress is closely coordinated with the multilateral program 
developed by CEMA, namely, with the “Comprehensive Program for Scientific an 
Technical Progress in CEMA Member Countries Until the Year 2000," adopted at 
the 5ist Extraordinary Session of CEMA in Moscow in 1985, to which both 
countries are signatories and in whose implementation they participate. 


We attach particularly great importance to direct cooperation between Polish 
and Soviet enterprises, economic organizations, and research centers. Such 
cooperation is already traditional. Above all, it gstems from the coproduction 
ties linking the enterprises of both countries. This form of cooperation shall 
gradually grow until coproduction deliveries and specialized deliveries 
account for at least 30 percent of trade between both countries during the 
present 5-year period. Direct cooperation has also taken place in the form of 
participation of the Soviet side in construction, in deliveries of machinery 
and equipment, and also, as mentioned above, in technical assistance to many 
Polish enteprises. Numerous Polish and Soviet research centers also are 
Closely cooperating. This may be exemplified by the cooperation of the centers 
for research into problems of the peaceful uses of nuclear energy in both 
countries. 


In accordance with the "Longrange Program for Economic and Scientific- 
Technical Cooperation between the PRL and the USSR Until the Year 2000," we 
expect a marked expansion and revival of such direct cooperation. It should 
occur in various forms, ranging from exchange of manufacturing and 
organizational experience, mutual provision of access to technological and 
design solutions, coproduction ties, and joint utilization of inactive or 
underutilized production capacities, to direct interpersonal contacts between 
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the workforces of the cooperating enterprises and organizations. A major 
innovation is the encouragement of not only the higher elements of state or 
economic administration but also and above all of the concerned’ enterprises 
amd organizations to initiate direct cooperation on their cm. 


In the last 3 years direct cooperation was established by 104 Polish 
enterprises and economic associations and 97 Soviet enterprises and 
associations, as well as by 47 Polish and 45 Soviet research centers. Its 
importance was pointed out in the report of the PZPR Central Committee to the 
10th PZPR Congress by Comrade Wojciech Jaruzeiski: “We are gratified to 
emphasize the successful growth of direct working cooperation between Polish 
enterprises and research centers and their counterparts in the countries of 
Council for Economic Mutual Assistance. Cooperation with Soviet organization 
is developing especially intensively and fruitfully. The close ties between 
plants, including the exchange of worker brigades, especially youth brigades, 
are 4 particular example of the application of the idea of internaticnmlis=:." 


This form of cooperation was also highly valued by Secretary General of the 
CPSU Central Committee Mikhail Gorbachev, who promted its development in his 
address to the 10th PZPR Congress on behalf of the Soviet delegation: "...Life 
itse bids a more active introduction of new and most promising forms of 
cooperation: the establishment of joint enterprises, the formation of combined 
teams of scientists and experts, and the development of direct ties between 
industrial enterprises and research laboratories... let me say openly that aur 
delegation was gratified to learn from the speeches at your Congress that 
already the first steps taken in this direction have been so fruitful. Let us 
tackle this boldly and courageously, without spariny effort. Gur effort will 
be repaid a hurdredfold.* 


Much attention was devoted to creating the legal and institutional conmitions 
promoting the development of this and other forms of cooperation during the 
talks conducted in the course of an official to Poland made in October 1986 by 
the Chairman of the USSR Council of Ministers Comrade Nikolay Ryzhkov. The 
agreement signed by the prime ministers of both countries states that direct 
cooperation should primarily promote the implementation of measures to 
increase labor productivity, modernize production, expand the output of 
products not inferior in technological level and quality to the leading world 
models, utilize production capacity more fully, and eliminate economically 
irrational imports from the capitalist countries. The agreement provides that 
the cooperating organizations will engage in joint research, design, and 
application work, introduce modern organizational and techrological solutions, 
and assist each other in mastering and introducing new equipment and 
technologies. At the same time, the agreement provides that the cooperating 
organizations will have the right to autonomously coordinate reciprocal 
shipments of: prototypes of products, materials, components and subassem) ies; 
and tools, machinery and equipment. They also will be empowered to fulfill 
one-time orders for their output in the event of incomplete utilization of 
their production capacities, as well as to make available to their partners 
research instrumentation and test stands and to train personnel on a 
reciprocal basis. 








Another form of Polish-Soviet cooperation initiated by the “Longrange 
Progr’m...," to which both sides attach great imgportance is jolim eterprises. 
This precisely was the subject of the second agreement signed in October 19% 
by the prime ministers of Poland and the USSR. It provides that such 
enterprises will be set up for a more effective eqloitation of the aivantages 
of international division of labor and the science, tectrology, ani production 
potential of both countries. A joint enterprise will operate within the 
econamic system and in accordance with the laws of the country in which it has 
its seat. This means that in Poland such enterprises will operate as joint 
stock companies as construed by commercial law. They will also be subject to 
taxation pursuant to the laws of the country in which they have their seats. 
The profits will, following payment of taxes and deductions to appropriate 
funds, be divided between the partners-founders of the joint enterprise, 
proportionately to their share in the statutory find. Deliveries of qouxtis ani 
services rendered by joint enterprises will be taken into account in the 
longterm agreements on trade arn payments between both countries. So far the 
establishment of five such enterprises has been agreed upon, including the 
construction of a potato processing plant and a spinning mill in Bialsko 
Podlaska Voivodship. The other three will be set up on the basis of plants 
already existing in Poland, with the Soviet side participating in the 
completion of the investments till now frozen in these plants, or in their 
considerable expansion. 


The third agreement signed by the prime ministers of both cowttries comern 
direct cooperation between enterprises and trade organizations in the borvier 
regions of Poland and the Ukraine, Belorussia, and Lithuania, and also in 
Latvia and Estonia. This agreement is based on the successful @q@ericne = 
far in cooperation between regions on both sides of the frontier. It 
authorizes domestic trade organizations in these regions to indepersxtent ly 
agree on reciprocal deliveries of consumer goods and recipro™! provision of 
services. It will promote an improved utilization of the surplises of qouxts 
and service potential at the disposal of the trade organizations in these 
regions, while at the same time improving the supply of commer gous to the 
local population. It is worth noting that in recent years, during 4 perict of 
acute shortages of such goods as refrigerators and washing machines in our 
country, these shortages were much less acute in the Polish voivodships 
engaging in the barter of, chiefly, fruits and vegetables for these gourds with 
their neighbor oblasts in the Soviet Union. The expansion of this form of 
cooperation as well will of a certainty promote a further revival of mutual 
relations between the economies of Poland andi the USSR. 


New forms of cooperation will be chiefly based on the initiative of the 
interested enterprises and economic organizations and research centers in both 
countries. This ensues from the principles of the economic reform, beth the 
reform being applied in Poland and the reform being introduced in the Soviet 
Union as part ©* che strategy for accelerated socioeconomic develagment. Unter 
this strate |v principles of the self-financing and broadened autonomy of 
associations and enterprises are being introduced in the Soviet Union. New 
forms of cooperaticn among enterprises, economic organizations, am! research 
centers are based on the assumptions that their am initiatives, internied to 











better satisfy their needs and eploit their possibilities more fully, have 
the greatest Guwx of being scomplished, since they naturally know their om 
needs and possibiltiies best. Of course, both in the Soviet Union and in 
Poland, these initiatives will be accommodated within the socialist planned 
economy. As Comrade Nikolay Ryzhkov declared in the interview he granted to 
TRYBLMA LOD toward the emi of his official friendship visit to Poland, “The 
broadening of the economic autonomy of enterprises in the new comlitions is 
linked to strengthening centralized planned guidance of the economy.” This 
also is in accord with our ow experience. Another important consequence of 
the introduction of new forms of direct cooperation will consist in that 
workforces, worker brigades, and individuals in both countries will get to 
know each other better. Such closer interpersonal contacts provide the best 
fosxiation for frieriship between the nations. 


Soviet-Polish cooperation is developing not only bilaterally but in the plane 
of multilateral relations under Council for Economic Mutual Assistance. We 
perceive the need ard possibilities for markedly expanding and intensifying 
multilateral cooperation. Above all, we deem necessary a consistent 
implementation of the Comprehensive Program for Scientific and Technical 
Progress. This program was drafted with the idea of modernizing the basic 
domains of technology that are of crucial importance to the accelerated 
development of the member countries and to keeping abreast of the most 
developed capitalist countries in the international division of labor. We 
consider improvements in the system for coordinating plans to be necessary, 
and we also comsider necessary improvements in price instruments and curreny- 
financial instruments with the object of facilitating cooperation amon CEMA 
member countries and developing integrative solutions. Also needed are 
improvements in the system for the exchange of economic, scientific, and 
technical information and the introduction of effective systems for monitoring 
the implementation of joint decisions. Accomplishing all these measures will 
require a corresporuiing streamlining of the organization and structure of the 
bodies and staff of CEMA. 


The burgeoning of multilateral cooperation will promote the development of 
bilateral cooperation between member countries. As ensues from the above 
review of Polish-Soviet econmoiic relations, we strive to pursue cooperation as 
broadly as possible, in every tomain possible, from trade to joint fulfillment 
of comprehensive longrange pins for scientific and tectmical progress, and 
from direct cooperation between two enteprises to multilateral cooperation at 
the highest goverment level. We are convinced that this is the right road 
toward accelereting economic integration and, as a result, meeting sore and 
more fully the needs of cur societies, this being our fiurdamertal qoal. 
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SOCIALIST INTEGRATION IN VIEW OF PZPR, CPSU CONGRESSES 
Warsaw NOWE OROGI in Polish No ll, Nov 86 pp 25-29 


[Article by Stefan Opara: “Ideological Aspects of Socialist Integration in the 
Light of the Documents of the 10th PZPR Congress ard the 27th CPSU Congress”) 


(Text) The idea of international solidarity in the struggle to bring about a 
mew social order is a firxiamental element of Marxist ideology. “The Commmist 
Manifesto” was addressed to proletarians of all countries. The classics of 
Marxism viewed lasting political unity and ideological commonalty as the 
principal source of the stremth of the commmmist movement ami the min curnce 
for its victory. K. Marx stressed that the liberation of labor is not a iccal 
or national task but concerns all countries, and that “the penalty for 
ignoring that fraternal alliance... is the defeat of dispersed efforts” (K. 
Marx and F. Engels, “Works,” Vol 16, p 13). Lenin cbeerved similarly, “The 
proletariat cammot wage the struggle for socialism and defers its everyday 
the absence of the closest arc] fullest possible all) vce 
nations...." (Vv. Lenin, “Works,” Vol 19, p 240). The 
history of the worker movement fully confirms these opinions. As contained’ in 
of a world without states, without wars, 

without imperialist qopressicn, a world of free nations 
, Seems to us nowadays @exepticnally difficult to 
trarslate into reality rapidly, althowh it has retained its power as an ide, 
and although it affects the imagination of millions. It is not bourgeois 
not the domination of rich ard strony ccurtries over poor 

and weak countries, but proletarian internationalism that expresses the hope 
for a successful future of mankind. This idea has long been combatted by 
bourgeois propagarcia, which attempts to aqppose internationalism to patrictian 


worker movement, with allowance for the longlasting class struggl:. The PZ 
Program voted at the 10th PZPR Congress considers the development of broad 
Cooperation amor socialist countries to be a principal law of socialie (cf. 
“Program PZPR,” Warsaw, KAW Publishing House, p 10). This cooperation 








manifests itself in many domains in the economic, military, ideological, 
cultural, scientific, and educational fields. Owing to the isperialist peril 
the parties am goverrments of our Commagiity devote much attention to econmic 
and military integration. CEMA and the Warsaw Pact are mighty organizations 
whose significance transcends the framework o. the Commmity. They provide 
such a lasting support of the forces of socialism and peace on the global 
scale. Of major importance also is ideological cooperation and the expansion 
of ties in the domain of the social superstructure. This was pointed cut both 
by the 10th PZPR Congress and the 27th CPSU Cress. At the latter Conress, 
Wojciech Jaruzelski declared, "The main direction is that of broad coopyration 
with the Soviet Union, deepened integration, and the fusion of the 
intellectual and material potential of the CEMA countries, with special 
emphasis on acceleration of science and technology progress. This also 
concerns the sphere of the superstructure” ("The 27th Congress of the 
Communist Party of the Soviet Union, Basic Documents,” Warsaw, 1986, p 152). 
These thoughts were developed during the Congress of “ur party. Cooperation 
in the field of broadly conceived social structure is treated in the PZPR 
Program aS an organic element of socialist integration. It also draws 
attention to the inspiring importance of cooperation in the ideological domain 
to the development of political thought amd social sciences in the socialist 
countries. To be sure, political relations amorg the parties are governed by 
principles of a kind of sovereignty of national solutions stemming from the 
objective operating conditions of each party, but this principle does not 
apply to ideological problems, or at least it should not apply to then. In 
Other words, Marxism-Leninism is the common property of the entire cormumist 
and worker movement. Joint exploration of solutions, international exchange 
of experience, and international debates amd polemics provide the natural road 
of development of Marxist-Leninist ideology. 


In the PZPR Program we read: "The Polish United Workers’ Party shall 
Creatively utilize the experience and accomplishments of the other socialist 
countries, the international worker movement, and the world forces of 
progress. We attach special importance to the legacy of the Great October 
Socialist Revolution, to the historic accomplishments of the Land of the 
Soviets, to the experience of the Commmist Party of the Soviet Union, to the 
achievements of its the 27th CPSU Congress. We also shall make our own 
contribution to the development of Marxist-Leninist thought and to the theory 
and practice of socialism-building" ("Program PZPR," p 7). 


Under the pressure of global problems and perils of the present age, the 
program for cooperation among the parties, states, and nations of the 
socialist Community has been spelled out more deeply in theory in the 
documents of the 10th PZPR Congress and the 27th CPSU Congress. These 
documents point to a multifaceted concept of cooperation intended to 
intensify the further development of the fraternal parties, states, and 
mations arn to strenjthen the influence of cur Community on the world worker 
movement, the national-literation movements and the peace movement. It 
stresses the significance of ideological cooperation in the struggle against 
imperialism arc militariem, which wage in the domain of social awareness an 
uncompromising war against the socialist bloc and other forces of progress. 
The growth of our common ideological activism is particularly important 
nowadays that both imperialiens and militarism attempt, on using libertarian- 





democratic ideological sophistries -- as is especially evident in the 
currently dominant neoconservative trend -- to conceal their aggressive 
armaments programs and vulgar anticommunism. Hence also reflections on the 
need for joint action in developing the ideology of Marxism-Leninism and 
defending the values of socialism weave like a red thread through al! the 
principal document of the recent PZPR and CPSU congresses. 


The new text of the Third Program of the party of Soviet communists presents 
as follows the basic tasks in this respect: "In the domain of ideology the 
CPSU supports combining the efforts of the fraternal parties for the analysis 
and utilization of the experience of socialism-building and the communist 
education of the working people, with the object of developing Marxist- 
Leninist theory, deepening its creative nature, and defending its 
revolutionary essence" ("Basic Documents," p 335). 


Mikhail Gorbachev pointed in his address to certain principal common aspects 
of this cooperation, stating, "Nowadays it is particularly important to 
analyze on the basis of the development of not just one but many countries the 
nature of the socialist way of life, and to rethink the processes of th 
perfecting of democracy, methods of management, and cadres policy. An 
attentive attitude to mutual experience, based on mutual respect, and the 
practical application of that experience constitutes a tremendous potential of 
the socialist world" ("Basic Documents," p 110). 


The principal subject of the address delivered by the CPSU Secretary Genera! 
was concern for the fate of mankind, for its humanistic and peacetf.! 
development. From this perspective, both the strategy of restructuring and 
accelerating the development of the USSR and the strategy of strengthening 
socialism in Poland, as well as other development strategies worked out by 
other fraternal parties at their congreses, are of fundamental importance not 
just to discrete nations but to the entire mankind. Mikhail Gornachey 
expressed this as follows: "At present the fate of peace and social progress 
is more closely than ever bound up with the dynamism of the economic and 
political development of the world socialist system. The need for such 
dynamism is dictated by the concern for the bright future of nations. fut it 
also is indispensable to the socialist world from the standpoint of 
counteracting the danger of war. Lastly, this reflects the possibilities of 
the socialist style of life. Both friends and enemies are watching us. The 
vast and diverse world of the developing countries is watching us. It is 
exploring its choice and its path also by observing the successes of! 
socialism, and the convincing force of socialism's response to the cha! lenge 
of the times will largely affect the nature of that choice" ("Basic 
Documents," p 109). 


The program documents of the 10th PZPR Congress and the 27th CPSU Congress are 
marked by a profound faith in the development potential and attractiveness of 
ideological aims of socialism. We find in them the message that cooperation 
among the parties, states, and nations of real socialism magnifies their 
forces and heips them to surmount more easily various barriers to their 
development. The integration of ideological activity substantially elevates 
the level of the political activities of discrete parties, and it promotes a 
deeper and broader treatment of the topics of research in the Marxist-Leninist 
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social sciences and their greater and closer relationship to the global 
problems of the contemporary world. The le«ling role in this cooperation is 
exercised by the fraternal parties as the guiding political forces in the 
system of socialist democracy. "We are convinced,” the Secretary General of 
the CPSU Central Committee declared, "that socialism is capable of 
accomplishing its most complex tasks. To this end, increasingly active 
cooperation is vitally important as it will result in not juct adding up but 
multiplying our potential, and it is a stimulus for accelerating joint march 
toward the future. This is reflected in the joint documents of the countries 
of the Socialist Commumity. The basis for their political cooperation remains 
the cooperation among the ruling commmist parties” ("Basic Documents," p 
109). 


The PZPR and the CPSU defined during their congresses the short- amd longrange 
tasks to be implemented by centers for research into the Marxist-Leninist 
social sciences as part of the ideological cooperation of the socialist 
countries. These tasks are presented in the PZPR Program and in the new text 
of the CPSU Program, arm also in the congress resolutions. 


"The attention of the social sciences should be focused on investigating and 
broadly analyzing the experience of world development and of the creation of a 
new society in the USSR and other socialist countries, the dialectics of 
productive forces and production relations, the material and intellectual 
spheres under socialism, the laws of evolution of the commumist social order, 
and the ways and means of the gradual transition of that order to its higher 
stage. Scientific analysis of the abjective contradictions of the socialist 
society and the drafting of valid recommendations for their solution as wel! 
as of reliable economic and social forecasts are urgent tasks of the social 


sciences at the presnt stage of development. 


"The processes occurring in the communist, worker, and national-liberation 
movements as well as in the capitalist society require penetrating study. The 
course of the present history confronts mankind with quite a few global-scale 
problems. Scientific thought should provide valid answers to these problems. 
An important task of the social sciences ws and remains the struggle against 
bourgeois ideology, revisionism, and dogmatism. The party supports bold 
explorations, competition of ideas and trends in science, and fruitful 
discussions. Science is harmed by both barren scholasticism and a passive 
notation of facts that avoids bold generalizations of theory; it also is 
harmed by opportunism and isolation from reality” ("The 27th CPSU Congress. 
Basic Documents," p 329). 


The documents of the fraternal parties do not conceal the difficulties that 
may be encountered by the implementation of these ‘asks. The struggle against 
outward show, against unfounded embellishment of the reality, is 
characteristic of the critical and self-critical atmosphere of the 27th CPSU 
Congress ard the 10th PZPR Congress. Underlying this attitude is the important 
moral principle formulated by Lenin, "Telling the truth is our strength" 
("Collected Works,” Vol 11, p 326). 


There still exist differences in the degree of development of discrete 
socialist countries. Owing to objective and subjective historically determined 





reasons, difficulties and contradictions in socialism-building within our 
Community arose amd continue to arise. The social development of the socialist 
countries does not always follow the straight line of progress. At new stages 
of development new and often unexpected problems appear, and thei=> solution 
requires struggling against and overcoming internal contradictions. 


All the difficulties which were, are, and will be an element of the 
development processes of socialism are being ruthlessly fanned and exploited 
by internal and external enemies who attempt to exploit these difficulties in 
their struggle not only against discrete socialist countries but against the 
entire Community. As stated in the CPSU Program, "Wishing to weaken the 
positions of socialism and loosen the ties linking the socialist countries, 
and especially their ties with the Soviet Union, imperialian is mobilizing an 
entire array of variegated instruments -- political, econaaic, ideological; it 
is attempting to exploit the problems that arise and take advantage of 
nationalist moods for diversionary purposes. The CPSU proceeds from the 
assumption that in this situation the lasting unity and class solidarity of 
the socialist countries are of particularly great importance” (Ibid.). 


That is why these attendant difficulties and contradictions must be 
investigated in detail by the Marxist-Leninist social sciences. Such 
investigations are an internationmalist task, and hence they mist take place in 
an atmosphere of mutual understanding and class solidarity. Their purpose 
should be mutual assistance in overcoming problems, in mking of the explored 
and grasped contradictions of development a source of knowledge about the 
universal laws governing socialism. The CPSU Program declares that studies of 
the contradictions and difficulties of development require “the most attentive 
consideration, a well-meaning confrontation of views, and germine solicarity, 
so as not to provide a basis for divergences which might harm common 
interests. Of special importance is the coordination of actions on fundamenta! 
questions, mutual friercdly interest in accomplishments, close execution of the 
adopted obligations, and a deep understanding of both national and common 
internationalist interests, in their organic interrelationship” ("Moments of 
the 27th CPSU Congress,” p 336). 


The PZPR Program also stresses that such close cooperation is possible, 
because what is common ai universal, what defines the most vital interests of 
the countries of the Socialist Community, is incomparably superior to their 
differences. 


The documents of the 10th PZPR Congress and the 27th CPSU Congress reflect an 
optimism that is aware of difficulties and perils. This realistic optimi= is 
based chiefly on the knowledge of the strength of the Socialist Commumity, on 
firm belief in the vitally fundamental importance, both at present ari in the 
long run, of the processes of socialist integration. 
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MORE CEMA BOCONCMIC COOPERATION URGED 
Warsaw NOWE DOROGI in Polish No 11, Nov 86 pp 30-35 


[Article by Yuriy Shiryayev, USSR Academy of Sciences, amd Director, Economics 
of the World Socialist System Institute: "New Trends in the Mechanism of 
Economic Cooperation Among CEMA Countries" (Footnote) (The author is a 
corresponding member of the USSR Academy of Sciences and director of the 
International Institute of Economic Problems of the World Socialist Systen. 
The article was especially written for NOWE DROGI) ) 


(Text) The entire experience so far of the Socialist Community reveals that 
the most complex and difficult tasks can be accomplished more rapidly and 
effe-tively owing to the international concentration of efforts. Unanimous 

was accorded in December 1985 to the Comprehensive Program for the 
Scientific and Technical Progress of CEMA Member Countries Until the Year 2000 
a program consonant with the laws of development, and at the same time a 
necessary step made in the interest of the entire Socialist Community. The 
joint implementation of the asmmptions of that program enables in practice 
the fraternal countries to attain leading frontiers in science, technology, 
and production. Attaining these aims requires assuring a qualitatively higher 
level of cooperation among these countries, along with transition to 
cooperation in main scientific -technical and production problems by 
designating responsible organizations, the establishment of international 
research-and-production associations, and the expansion of cooperation in 
combined research and production. The “horizontal” development of socialist 
incegration and its penetration into national economic complexes means that it 
is becoming the affair of millions of working people concerned about achieving 


joint and specific results and pursuing a common cause. 


The economic summit conference of the CEMA member countries and the drafting 
and actual implementation of the Comprehensive Program for Scientific and 
So Soe ee oer one Gnenennee © Gae Gines GS CGS Sas 
socialist econemic intrgration and a deeper mitual 





The new tasks facing the (HMA organization were spelled out in detail in the 
documents of the 27tn CPSU Congress and the successive congresses of the 
Bulgarian CP, the Mongolian People's Democratic Party, the Czechoslovak CP, 
the German Socialist Unity Party, and the Polish United Workers’ Party, as 





well as in the resolutions of the parties and govermments of other countries 
of the Socialist Commmity. 


The essence of the current stage of socialist economic integration consists in 
the consistent orientation of all forms and trends of mutual cooperation 
toward stimulating a broad intensification of social production by means of an 
accelerated mastering of the latest achievements of science and technology. In 
defining the principal tasks of this stage the CEMA countries adopted as the 
starting point both the assessment of the current situation in the domain of 
reproduction amd the experience gained in mutual cooperation. 


The starting point for a reform of the economic machinery of CEMA is the need 
to adapt it to the changing internal and external conditions of economic 
activity. It is precisely these new conmlitions that determine the main trernis, 
directions, and depth of changes in the mechanism of cooperation. 


The work to refine this mechanism is based on a more consistent consideration 
of the need to exploit fully the possibilities for mutual cooperation in the 
interest of technical progress, intensification of production, and 
strengthening of the technological and economic indeperdence of the Socialist 
Community. It presupposes the utilization of more modern methods ami forms of 
planned guidarce of the growing scope of mutual ties assuring their higher 
dynamism as based on exploiting the potential for expardding mutual cooperation 
at all levels of the national econcay. 


Even quantitative indicators are eloquent. Indeed, given its relatively 
moderate growth rate (let us say, an average of 5 percent annually), the 
volume of reciprocal trade during the 1986-1990 period will reach about 1.2 
billion [as published) transfer rubles in 1985 prices. This already is an 
extremely high indicator. But something else is more important, namely, the 
manner in which the growth of mutual trade will affect the dynamism and 
intensification of production. 


Despite this great volume of mutual] trade, its growth rate can and should be 
accelerated, and primarily exports and imports should be made more 
progressive. This concerns in particular accelerating the rise in the exports 
of machinery and equipment by making them more competitive and causing 
enterprises to be adequately interested in production for export. As regards 
import policies, the possibilities for mitually advanta ous division of labor 
must absolutely be exploited more effectively. 


This is determined by the common interest of the CEMA countries in improving 
the structure of their exports and imports, the quality of mutually traded 
goods, and the economic instruments and incentives encouraging enterprises 
(and enteprise associations) to adopt a resourceful and concerned 

toward participation in international economic ties. In addition to the 
instruments being adopted to improve the machinery of discrete economies, a 
major role in this matter could be played by measures taken at the CEM level, 
such as: an accelerated implementation of the tasks ensuing from the 
Comprehensive Program for Scientific and Technical Progress; international 
evaluation of top-quality domestic production, followed by the awarding of 
international quality certifications to best products; establishment of 














collective bonus funds; granting credit discounts and other preferences to 
“model exporters”; introducing elements of the competitive system when 
selecting main suppliers of particular kinds of prochcts, etc. 


Measures to encourage the initiative and responsibility of enterprises ani 
enteprise associations in international trade shold be closely linked to their 
participation in implementing coordinated programs for cooperation. They 
Gefine the general “trajectory of combuct” of the economic organizations,sucmh 
that their activities result in, on the one hand, implementing the obligatians 
adopted at the level of the national economy as a whole, amd, on the cther, 
enable them in practice to fully exploit their potential for spurring mutual 
cooperation and improving its qualitative indicators, which are most visible 
precisely at the level of the enterprise andi the association. 


It is axiomatic that the CEMA organization should always bear in mind these 
problems and take steps for their legal and economic regulation. 


Even so, far from all the results of the performance of economic 
organizations, such as expanding the exports of high-grade products, both 
finishec products and components, that are in demard, can be considered in 
time when drawing up the balance sheet of mitual trade for a 5-year periad, or 
even for shorter periods. Hence it is absolutely necessary to take 
collectively steps to prevent the tendency toward the balancing of mutual 
trade from turning into a barrier to its plan-excesding growth. In this matter 
it is likely that no one instrument can resolve the problen, if only owing to 
the simple reason that problems of various kinds face both the exporter and 
the importer. There is a need for a comprehensive andi interrelated development 
of planning, currency, and price instrumerts. 


The transformation of mutual cooperation among CEMA countries into an 
effective tool for intensification of production presupposes hence the further 


development of a comprehensive approach to its management. This is related to 
two clroumstances. 


First, the implementation of a coordinated strategy of development of the 
international socialist division of labor requires in the long run the actual 
introduction of a system of interrelated economic measures and organizational- 
legal instruments, both in discrete countries and in the management of 
international economic cooperation. This concerns measures and instruments for 
perfecting the forms and methods of planning work, the development of mutual 
trade and refinement of its commodity-money instruments, the guided 
rapprochement of the mechanisms of the national economies (and primarily of 
their cooperating elements), and the strengthening of the organizational and 
legal foundations of activity of CEMA itself. Clearly, here we are dealing 
with an interdisciplinary problem which can be resolved through joint effort 
of economists and experts in law, in the theory and practice of managemert, 
etc. 


Second, it simply has to be considered that the internationalization of 
present-day economic activity is occurring in varied and at the same time 
interrelated forms whose spectrum is continually expanding. This causes a 
growing complexity of the integrative process and poses rising requirements 





toward the guidance of that process at both national and internaticral levels. 
Complexity of this kind should not, however, result in “ponderosity” of 
Gecisiommaking and implementation of decisions, ami neither should it promote 
inertia of mutual ties. 


As scientific and technical progress accelerates, the need to utilize flexible 
forms of cooperation will increase. 


A characteristic feature of work to refine the economic mechanism of socialist 
integration should be to counter “making a fetish" of that mechanism as it 
were, which at times triggers striving toward refinement for the sake of 
refinement i*self rather than for the sake of resolving quite specific and 


urgent practical probles. 


For example, the comprehensive and institutional nature of mitual cooperation 
is, of course, not an end in itself. For only such an approach can assure 
implementing immeasurably complex tasks of mastering the latest technologies 
and minimizing the cost and maximizing the effects of their application and 
broad introduction. In addition, it should be borne in mind that not all 
scientific and technical progress results in the intensification of 
production. Hence the need for a careful selection of variants of 
technological development and allow for its ultimate results to every member 
country and to the Community as a whole. Lastly, the comprehensive and 
institutional nature of the cooperation is indispensable to developing the 
most rational approach to changing the structure of production owing to the 


changing (and predictable) needs of social] production. 


The mechanism by which external relations influence intensive economic growth 
cannot differ from the mechanism evolved in the previous 20 or 30 years. 
After all it services the utilization of other factors promoting a higher 
growth rate, that is, mainly, the expansion of intrasubsector science-and- 
production cooperation rather than of intersubsector specialization. 


While intersubsector trade has its economic (and sometimes also physical) 
limits, the intrasubsector division of labor and coproduction are by their 
very nature infinite. Intrasubsector coproduction requires at the same time 
combining a high degree of reliability of external ties with their flexibility 
and maneuverability. 


The importance of punctuality is growing in connection with not only the rise 
in the volume of mutual trade but also the change in the quality of goods 
traded. It is axiomatic that coproduction shipments may, even when 
quantitatively small, influence substantially the machinery of production if 
they are vital to manufacturing a considerable part of final output (or of 
products of special importance to the national economy). In this case, delays 
are just as impermissible as in the case of delays in quantitatively large 
shipments. The smoothness of the flow of shipments also is important. To 
coproducing partners what matters is not only receiving complete sets of 
assemblies, parts, components, and modules, but also receiving them on 
schedule in accordance with the technological flowcrt. 

















This also applies to reliability which, in the final analysis, means the 
problem of safeguards for the quality of mutually supplied goods and services. 
In practice, the principal barrier to low quality is basically eliminated by 
the central plamming agencies, which destine for export products that for the 
most part meet the latest standards. But this barrier is not completely 
infallible, because even during the 5-year period -—- this precisely being the 
period for which most mutual deliveries are agreed upon -- many products may 
become outdated or glaringly absolete. There exist quite mmerous examples of 
the obsolescence of products manufactured under specialization and 


coproduction agreements. 


It is evident that such a barrier to poor quality should also be erected on a 
multilateral intergoverrmmental basis with the aid of a system of progressive 
and regressive prices, on creating quality-certification, arbitration, and 
other similar organizations. 


When improving the machinery of CEMA it should also be borne in mind that 
socialist integration at the present stage is a miltifaceted process which 
affects not only the principal ministries but also the subsector ministries, 
enterprises, and associations. The growing integration “in depth” of national 
economic complexes logically necessitates modifying and adapting particular 
economic instruments to various levels of cooperation among the fraternal 
countries. The same forms and methods of planning and accounting canrct, for 
example, be applied to interstate agreements and direct ties among 
enterprises. At the same time, the complex range of instruments of 
multifaceted mutual cooperation evolving nowadays should display a certain 
internal unity and compose a single whole. 


From this standpoint, gathering and assessing practical experience in the 
development of direct bilateral and multilateral ties linking science-and- 
production associations, as well as of other new forms of cooperation, is of 
great significance. As experie xe of this kind accumulates and tried and 
ested forms of science-and-production cooperation are broadly introduced into 
practice, there will arise geruine premises for not only supplanting extensive 
factors with their intensive counterparts in the expansion of mutual division 
of labor but also tangibly invigorating the production and trade ties among 
CTMA countries. 


An essential feature of the cur ent stage of economic development is the 
revolutionary rather than as previously evolutionary nature of science and 


technolory progress. 


In *his new situation the need to focus the entire effort of CEMA on 
acce erating science ard technology progress, upon maximizing the exploitation 
of international | roduction specialization and coproduction and 
& -respondingly revam ing the « -ructure, style, and operating procedures of 
i’ s bodies, has become c_ear arc obvious. 


T .s does not, of course, mean that CIMA and its bodies will not attend to the 
other existing problems and directions of cooperation. Yet it is precisely the 
broad intensification of . °c. ction and the creation and application of 
leading achievements of science and tech: logy that compose the domain of 








economic activity which preconditions a major turnabout in the structure of 
the national economies, ami hence also changes in the tasks themselves being 
implemented by the socialist countries in the course of their mutual 


cooperation. 


These tasks include: creating favorable comitions for a dynamic growth of the 
economy of each country and of the Community as a whole; achieving internal 
and external balancing by assuring the needed resources of fuels and raw 
materials, including nontraditional resources; assuring the deliveries of 
high-grade consumer goods and modern machinery and equipment; promoting an 
active participation in the international division of labor; and accelerating 
the processes of the equalization of levels of economic development. 


Designing an effective mechanism for implementing the Comprehensive Program 
for Scientific and Technical Progress will require resolving difficult 
economic problems and conducting appropriate bilateral and multilateral 
experiments. This presupposes a major enrichment of the methodological basis 
available at present to the economic sciences. The point here, in particular, 
is the question of what economic instruments should be applied to encourage 
direct and committed cooperation among the subsectors, enterprises, and 
associations of CEMA countries in mastering the latest achievements of science 
and technology, and of the manner in which the system of international 
Clearing of accounts should be restructured for this purpose. The transition 
to a coordinated policy on science and technology entails revising the 
approach to structural and investment cooperation and to refining the 
instruments of mutual trade. 
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POLITICS POLAND 


GLEMP ON PAPAL VISIT, ROME RELATIONS 
AULO1308 Warsaw SLOWO POWSZECHNE in Polish 5 Mar 87 pp 1, 6 


[Report by Antoni Kaplinski: “Right Now Our Country Is More Mature and More 
Conscious” ] 


[Text] On 2 March, an AFP correspondent interviewed Jozef Cardinal Glemp, 
primate of Poland, prior to the cardinal's departure for Abidjan, capital of 
the Ivory Coast. Among other things, the primate touched upon problems 
connected with Pope John Paul II's third apostolic journey to Poland. He also 
did not rule out a visit to the USSR. He also spoke about the patriotiss of 
General Wojciech Jaruzeleki, PPR State Council chairman, and his Italian 
visit. Finally, Cardinal Glemp spoke of the problem of eventual diplomatic 
relations between the PPR and the Holy See. 


He said that the Holy Pather's forthcoming pastoral journey to the fatherland 
“will be different, taking place during a different situation. It will be 
less burdened by tensions. Right now, our country is sore sature and sore 
conscious, and at the same time sore thirsty for the Holy Pather's words. 
This journey coincides with the Eucharistic Congress. The Congress will 
formulate a program for society's soral rebirth. 


One of the French journalist's questions concerned General Wojciech 
Jaruzelski's visit to Italy. The question was: “What does Your Eminence 
thin’ of General W. Jaruzeleki's Rome visit’” The primate’s reply was as 
follows: 


“Poland is emerging from its isolation. It has the right to do so. It has 
the right to hold diplomatic relations with the West. Ge:.ral Jaruzeleki 
represents our country’s interests. Its [“jego” in Polish, can also sean 
“his”)] government is also being increasingly accepted in daily practice. On 
the one hand, the government is essential in order to avoid chaos, and on the 
other hand, it is being recognized even by th-*e groups that describe 
themselves as its opposition.” 


Further in his interview, the primate described General Jaruzeleki as a “real 
Pole who knows Polish history and literature well.” 


When asked about the statute of the Conference of the Polish Episcopate due to 
be adopted this year, Cardinal Glemp replied: “A new statute, one that 











conforms to the new canon law, has not yet been announced. However, one may 
assume that the elections due to take place will adhere to our traditions: 
The primate will be appointed chairman of the Episcopate Conference.” 


The following question was asked: “The church in Poland still does not have 
legal status. Is this « fundamental obstacle to the establisheent of 
diplomatic relations between Warsaw and the Holy See?” The reply was: “The 
two problems, legal status and diplomatic relations, are not strictly 
conmected with each other. We are working on « solution. The Holy See 
desires the setting up of a nunciature; it wishes to be present in «a country 
like Poland. The Polish Episcopate also wants this, and it will come about. 
The premises for a nunciature are ready.” 


Rome, 3 March 
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POLITICS POLAND 


CULTURE MINISTER VIEWS ROLE AS INTERMEDIARY 
Warsaw ZYCIE WARSZANY in Polish 10 Oct 86 p 3 


[interview with Professor Aleksander Krawczuk, minister of culture and arts 
by Zbigniew Krzyeztyniak | 


{Text} “Ower the last few years, certain disquieting facts have made their 
appearance in Polish culture. They do not contribute to its development. I! 
am referring to once famous separations, boycotts and conflicts tearing parti- 
cular centers apart. in point of fact, these are things of the pest, however 
various grudges and suspicions still remain on either side. For their conse- 
quence, they have the atrophy of book reviews, an’ both parties are extending 
the silent treatment to works, some of them quite outstanding. A paradoxica! 
situation had emerged: politicization of literary life along with its very 
haraful effects. ‘ns sy capacity as sinister, this is precisely where | can 
see wy task, namely to smoothen quarrels, to talk with everyone, look for 
ways to bring abowt genuine understanding, and get people to autually respect 
their opinions. May I say that I hail from the world of antiquity, the world 
of many gods, 411 of them with qualities and faults of their own, from a 
world in which good was singled with evil. Hence, sy naturel propensity is 
to acknowledge various attitudes and refrain from Manicheien, according to 
which on one side everything is good, and on the other--evil exclusively. 

And just like everyone in antiquity, | am unable to understand tanaticies or 
people who are saying: ‘I alone em right’” 
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POLITICS POLAND 


PREE HEALTH CARE QUESTIONED--"Not everything sust be free of charge. And let 
us not be afraid that this would be haraful to soc ilise. Anything obtained 
without paying for it is to a certain extent demoralizing, and the very es- 
sence of health protection is often warped thereby. What should be improved? 
The list should be reviewed of 70 groups of patients (a trifle--asbout 10 ail- 
lion people). Next, there should be changes regarding those guilty of abuse 
of alcohol and medicines (the visit will be free of charge but for drugs-- 
cough it up). In the structure of consumption of medicines, life saving 
érugs and those drugs for people suffering from chronic diseases should be 
inexpensive, and other druge-~sore costiy. I beliewe a so-frilis basic care 
should be free of charge, however highly specialized therapy--perhaps not, or 
otherwise to be paid for in an indirect way. Those who are well-off and 
gtumblers should be offered better access to semi-private and cooperative 
services. Everything that is fictitious should be ended, but I would suggest 
that all discussions on the re-privatization of health services should be 
stored in the basement”. (Text) [Interview with Professor Dr Henryk 
Rafaleki, chairman, Sefe public health commission by Stanislaw Mienkowseki | 
[Werseaw POLITYKA in Polish No 44, | Now 86 p 2] 5174/7051 


RECTOR SUPPORTS UNIVERSITY OPEN-MINDEDNWESS--[Question) “...in the West, the 
opinion is rather widespread that Polish academic schools, and several univer- 
sities in particular are discreet foci of Poland's intellectual vanguard, and 
perhaps of intelligentsia’s general political opposition. Would you share 
such opinions?” j[Answer|) “A purely conformist wniversity would have ceased 
being an academic school. At any university, opinions going beyond standard 
ones gust remain alive, and | would even say that intellectual vitality of 
such description is what enables the universities to accomplish their funda- 
mental gission. And | would not owerestiaate the universities’ bias in favor 
of the opposition even though people with extreme views aay, and do, exist. 
Universities are orgenizations looking to the future, and not to the past. 
[Text) [Interview with Professor Dr Jozef Glerowski, Rector, Jagie!lonian 
University by E. Chudzineki et a1.) ([Wareeaw POLITYKA in Polish No 4), 25 Oct 
86 p 2] 4174/7051 


RETURN TO TU CENTRAL COUNCILS FAVORED--i Question) “Are changes in the 
organization of the Polish trade union sovement to be expected?” [Anewer | 
“Perhaps what | am going to say aay sound sacrilegious but I am persuaded 








that, sooner or later, we will return to central council structures. Better 
ones are not likely to be devised by anyone. What the government needs is a 
strong partner, and looking for social activists’ support will not lead 
anywhere. The point is to keep the rencvated trade union movement going”. 
[Text] [Interview with Wieslaw Jaworski, Clogow City building technician, 
delegate to the second assembly of OPZZ by Jacek Broszkiewicz] [Wars «w 
POLITYKA in Polish No 43, 25 Oct 86 p 2) 5174/7051 


"MISTAKE’ IN SOCIALIST ECONOMY NOTED--[Question] “After reading your book, 
the question arises: to what extent is the socialist science of economics 
indebted to capitalist economics?” [Answer] “I am sure to 4 great extent 
and, first of all, regarding the call for attention to be given to rational 
management problems. You know we used to believe that if we introduced 
social ownership of means of production together with central planning, we 
would get rid of most problems, and all we would have to do would be to 
continue the development processes, that is to say to invest and to produce. 
This has been a tremendous blunder.” [Text] [Interview with Dr Edward 
Lukawer, economist, author of the book titled “The argument about the 
rationality of socialist management” by Piotr Grochmalski] [Warsaw POLITYKA 
in Polish No 43, 25 Oct 86 p 2] 5174/7051 


JOB CERTIFICATION IS CONTINUAL PROCESS--[Question] “What do you think of 
plants and enterprises where it is believed that job certification had been 
completed or of other enterprises, planning to achieve it within 2 or 3 
months?” [Answer) “Bunkue. It is owt of the question to do it properly 
within so short a time. In these enterpriess, the very method of job certi- 
fication is compromised. Whether they are doing it on purpose or not is 
another story but facts remain what they are. Dealing that way with the 
matter makes them into laughing stock, and the authors of the sethod along 
with them. They stop others from initiating or continuing their job certifi- 
cation activities. This is nothing but--and I am not afraid to use this 
expression--a form of economic sabotage.” [Text] [Interview with Anatol 
Szurmak, director, ginistry of labor, wages and social welfare labor organi- 
zation department by Wladyslaw Majewski| [Warsaw POLITYKA in Polish No 43, 
25 Oct 86 p 2) 5174/7051 


SOCIALIST REALISM IN ARCHITECTURE DEFINED--"...after so many years, we should 
ourselves view sociaiist realism with different eyes. The elemental dislike 
of socialist realism as felt by architects and intelligentsia, the creative 
intelligentsia in particular was not due to socialist realiem's artistic or 
functional handicaps... Rejecting it was a sign of dislike of its principles 
and of purely political attitudes as well. If however socialist realism's 
theoretical assumptions are now looked at, one finds, and in today’s 
perspective even more so, that Old Nick is not as black as they paint hin. 

It was the fundamental principle of that style that architecture should be 
"socialist in contents, national in form’. Truth to say, it would be rather 
hard to oppose such motto, and especially regarding the classic socialist 
ideas and postulates for there is no argument about the need for national 
form of architecture.” [Text] [Interview with Dr Marek Kwiatkowski, art 
historian by Wlodzimiers Kalicki] [Warsaw POLITYKA in Polish No 43, 25 Oct 
86 p 2) 5174/7051 
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CHRISTIAN-DEMOCRATIC DELEGATION VISITS--On 9 February Minister Adam Lopatka, 
head of the Office for Religious Affairs, received a delegation from the 
Christian-Democratic Union of Germany which included Wolfgang Heyl, deputy 
chairman of the Union, and Adolf Niggemaier, deputy of the GDR People's 
Chamber and member of the univn's presidium. They were accompanied by 
Zbigniew Czajkowski, deputy chairman of PAX. The minister positively 
appraised the long and ever developing cooperation between the union and PAX. 
[Text] [Warsaw TRYBUNA LUDU in Polish 10 Feb 87 p 2 AU] /12913 


UNOFFICIAL PROGRAM FOR PAPAL VISIT--Jesuit Father Roberto Tucci, who Is 
responsible for the Pope's safety during his foreign trips, will arrive in 
Poland for the second time in March. After his arrival in Warsaw the Holy 
Father will meet with Wojciech Jaruzelski, chairman of the State Council, for 
two hours. The program for the visit is very tight. The Pope will spend the 
first day of the visit--8 June--in Warsaw and on 9 June he will travel to 
Lublin to visit the Catholic University where he held a professorship for some 
years. On the same day he will travel to Tarnow. In the afternoon of 10 June 
he will arrive in Krakow and will stay there until the following morning when 
he will travel to Szczecin and Gdansk. On 13 June he will arrive in 
Czestochowa and in Lodz and then go on to Warsaw. He will leave Warsaw for 
Rome on 14 June. This is no official program, of course. The official 
program will be published by the Vatican in due course. Jozef Cardinal Glemp, 
Archbishop Bronislaw Dabrowski, secretary of the Polish Episcopate, Hanryk 
Cardinal Gulbinowicz of Wroclaw, and other members of the Polish Episcopate 
Main Council will arrive in Rome within the next few days, and it is certain 
that they will discuss the pastoral and other issues of the third pastoral 
visit to Poland by John Paul II. [Antoni Kaplinski report: “Unofficial 
Program for Hold Father's Third Polish Visit"] [Text] [Warsaw SLOWO 
POWSZECHNE in Polish 23 Feb 87 pp 1, 4 AU] /12913 
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SOCIOLOGY POLAND 


RESEARCH ON SOCIAL DYNAMICS SHOWS SURPRISING RESULTS 
Warsaw RZECZPOSPOLITA in Polish 24 Nov 86 p 3 
{Article by M.M.: “Social Structure and Dynamics”) 


[Text] The Polish Academy of Science's Institute for Philosophy and 
Sociology has recently completed a study on “contemporary Polish social 
structure and dynamics.” The research, con‘ucted under the direction of 
Prof Lidia Beskid, is intended to answer the question regarding the living 
conditions and needs of Poles. 


Some of the findings come as a surprise particularly when compared with 
current beliefs. It seems that the peasant class is showing the greatest 
strides in material wealth. As Prof L. Beskid concludes: “The economic 
crisis created a relatively profitable situation for peasants and did not 
impair rural living conditions as it had in the urban areas”. 


The worker and professiotal classes were the most dissatisfied with their 
financial position. The majority of those polled (66.9 percent) believe 
that their financial situation is worse than it was in the late 1970's. 
Such opinions prevailed regardless of the level of declared income. The 
predominant belief that income is inadequate to meet needs can be explained 
by what sociologists refer to as the bolt effect, which states that a 
perceived loss in consumption spending will suppose a minimum level of 
income. Despite the need to maintain our attained standard of living, 

we are not increasing our professional activity. On the contrary, the 
only increase noted is in pretentious and frustrative attitudes. 


Simultaneously, through a definite stratification of earning activity among 
the basic social classes and levels, income distribution irregularities 
among workers and their families diminished in the 1980's. 


Sociologists suggest that in the event the economic reform fails to 
equalize earnings, we should expect more negative feelings from society. 
It is evident that though we agree with even a wide disparity in income 
levels in theory, in practice, we adhere to the principle “we all have 
the same stomachs”. 


The study confirmed the hypothesis that material gain is a dominating 
factor in our life ambitions. Despite the economic crisis, some households 
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continue to set aside a portion of their income tor luxury items. he 

fact that education has significantly declined in importance should hb. 
cause for alarn. 

Although research conducted by sociologists is not always fuliy representa- 
tive and the cata limited, this study does provide a certain picture of 

the living conditions and needs of our society. 
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SOCIOLOGY POLAND 


BLOC CONFERENCE ON YOUTH VALUES NOTED 
Warsaw TRYBUNA LUDU in Polish 29-30 Nov 86 p 6 


[Text] One of the topics of discussion at the third international 
conference under the slogan “Youth Values", which ended on 28 November, 
was the results Of a study conducted by a specialist from the Research 
Institute for Youth Problems under the Office of the Council of Ministers 
[URM]. Sociologists from Czechoslovakia, Hungary, the Soviet Union, and 
Poland participated in the study. 


The study found that in recent years Polish youth have ranked culture as 
less important than they had in the past. Family, school, employment, 
and friends were chief goals and aims of youth. Only a small portion of 
youth showed an interest in literature, film, and theater. 


The study has also revealed that young people particularly value their 
leisure time. How is it used? The majority of those polled stated that 
their free time was used to watch television (83.6 percent), Listen to 
the radio (almost 83 percent), meet with friends (75.4 percent), and 
read books (67.6 percent). 


13090/9190 
CSO: 2600/295 


136 





SOCIOLOGY POLAND 


BRIFFS 


HOMOSEXUAL CRIME INCREASING--Police statistics have noted a steady rise 

in crimes committed within the homosexual community. There was an increase 
in the number of thefts, robberies, and homicides committed against 
homosexuals by their casual partners and by so-called "hustlers”--indi- 
viduals engaged in “male prostitution". Police activity is hindered by 

the secretive nature of this community. For that same reason, little 

has been written on the subject. Therefore, for the first time on 
television, on the next program of "A Critical State" produced by Krzysztof 
Glondys and Leszek Horwath of OTV Krakow. The show will be aired Friday, 

5 December, at 11:20 pm. [Text] [Rzeszow NOWINY in Polish 4 Dec 86 p 5] 
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